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PROBLEMS IN THE METAL-MINING INDUSTRY 
(LEAD, ZINC, AND OTHER METALS) 


WEDNESDAY, APRIL 22, 1953 


House or REPRESENTATIVES, 
SeLect Commirrere To Conpuct a Srupy AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BusINEss, 
Denver, Colo. 

The committee met at 9:30 a. m., in room 321, Brown Palace Hotel, 
Hon. William 8. Hill, chairman, presiding. 

Present : Representatives Hill (chairman), McCulloch, Patman, and 
Multer. 

Also present: Bynum E. Hinton, committee counsel; and Car! 
Davis, staff director of the committee. 

The Cyatrman. If the house will come to order, we will begin 
our hearings. 

As chairman of the Select Committee on Small Business, I wish 
to make a short statement. We are here this morning representing a 
special House committee which is quite different from a legislative 
committee. The purpose of our being here is very simple. We are 
here to give you an opportunity, every one of you, to, shall I s: 
testify before a part of the Congress brought to you in this particular 
locality. That is the reason we are holding the hearing. It is needless 
to say, gentlemen, that we are all glad to be here, and we have had a 
very nice welcome. We wish you to feel, every one of you, that the 
testimony will be free and open, and the discussion the same way. 
As far as possible, we will let you have as much time as it seems 
practical to make your statements. Then we are going to follow it up 
by briefing all the hearings. 

As you know, we have a reporter taking down the testimony. Then 
we will take the matter under consideration. That is the job of the 
House Select Committee on Small Business. We will see that it is 
properly briefed and turned over to the proper legislative committee. 
What we are trying to do is to give you the op portunity to see your 
congressional committees in action and to give you, without an expen- 
sive trip to Washington, the inside information of what you think 
is the trouble with the mining industry in this western part of these 
United States. 

This hearing is being especially held for the lead and zine section, 
or segment of ‘the mining industry. That does not bar anyone how- 
ever who wishes to bri ing up something else. But that was the main 
idea behind the hearings. We know this segment is in critical condi- 
tion. We know that many of the lead and zinc mines could be, and 
may be, closed for good. Those are some of the things that we wish to 
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have the Congress consider. We are going to give you the oppor- 
tunity to lay before a committee of your Congress, in your own words 
and in your own way, what you think the difficulties are. And, of 
course, we hope someone along the line will give us some really good 
ideas of how to solve them. 

Now I wish to introduce my committee members who are here with 
me. I think I should mtreduce first our ranking member of the 
minority and we are glad to have him with us today. He was prac 
tically the father of this committee, the Honorable Wright Patman, of 
Texas. 

Mr. Parman. Mr. Chairman, I just want to say that I am delighted 
to be here in the home State of Bill Hill. Naturally, Bill is very popu- 
lar with the Republicans, being a Republican; but he is also popular 
with the Democrats. I am a Democrat. We like him on both sides. 
He has told me about the problem he has here, and I am particularly 
anxious to know more about it, as well as our other colleagues. This 
committee has an unusual record over the years. It is 12 years old. It 
went through the period when small business needed a friend in Wash- 
ington. 

You know, the test of small business is that if a business is so small 
it is financially unable to have a lobbyist in Washington, it is a small 
business. 

This committee has graduated a lot of members. You take, for in- 
stance, in the Senate. Senator Jackson, of Washington State, used 
to be on this committee and went over the country with us, and Sen- 
ator Mike Mansfield, and Senator Kefauver, of Tennessee. But over 
on the House side is Republican Majority Leader Charley Halleck. 
He has been on this committee since it was first established. In addi- 
tion to that, when the Republicans needed a good national chairman 
here a while back, they went over and picked out Leonard Hall, who 
was with us for 10 years on this Small Business Committee. 

So this committee over a period of 12 years certainly has a very fine 
record. 

I am delighted to be out here with Bill Hill. I am going to listen 
attentively to what you have to say, and I am going to work with him 
shoulder to shoulder in helping to solve your problems. 

The Cuarrman. Thank you, Mr. Patman. I will say it has been an 
honor to serve under Mr. Patman, too. When I was placed on the 
committee back in 1947, I think it was, Mr. Patman was chairman and 
I never had anything but the finest treatment in the world out of Mr. 
Patman, which is a complime nt for me, and I am sure a compliment 
for him, too. It is nice to have him here. 

It is quite a little effort for some of us to leave Washington and 
come out. We could not set these hearings up except 6 or 8 weeks 
ahead, and there is no way of knowing what the program in the House 
is going to be that far ahead. We had to take a chance and set them up. 
I know Mr. Patman is sacrific ing a bill, maybe, right out of his own 
committee on the floor while we are at this meeting. 

The next gentleman I wish to introduce, and while he is a newcomer 
on our committee he is not a newcomer in the House. He is a Repub- 
lican, a good lawyer, and from the good old State of Ohio. 

Mr. McCctioca. Chairman Hill, men of the mining industry: I am 
particularly pleased to come out here to Bill Hill’s home State. He has 
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his roots back in Ohio. As a matter of fact, his father and his grand 
father were born and reared in our great State and it was our loss and 
your gain that he or his father decided to come westward. We have a 
very high regard for Bill Hill. I expect personally to learn much 
from what you men have to say to us here today. We do not have any 
aining of lead or zine or gold or silver or such elements in our State. 
Our mining is confined to coal, limestone, aggregates of various kinds. 
Obviously we know a little something about the problems with which 
you are confronted. I look forward with extreme interest to what you 
are going to tell us, the conditions which confront your industry, and 
I hope that you have some constructive suggestions that we might im- 
plement so that you will continue to do that which you have done for 
this great country of ours in the past. 

Thank you very much. 

The CuarrMan. The last member of our committee who came along 
with us, but in no way the least, is my good friend from the State 
of New York, and the city of New York. He and I have always 
worked together wonderfully, and we have been on many committee 
hearings. It is my pleasure to introduce to you from New York 
and New York City, Abe Multer. Say a word, please, Abe. 

Mr. Mvurer. Mr. Chairman and gentlemen, I would not have given 
up the opportunity to come here for anything. I have traveled the 
country from one end to the other with Chairman Hill and if a Demo 
crat and Republican can cooperate we have shown how it can be done. 
All the members of this committee have. This is one committee that 
really is not bipartisan; it is nonpartisan. We have always had in 
mind one thing, and that is how can we serve the people in the 
country. 

I want to tell you people in Colorado that you have every right 
to be proud of Bill Hill as your Congressman. When he was east 
in my town the people there liked him and even said to me, “If you 
can move him here to Brooklyn,” where I come from, “We think you 
will be out of a job.” 

I came out here to find out something about mining, because Bill 
Hill said our committee should be interested in finding something 
out about it. The nearest we come to mines in my hometown in 
Brooklyn is the two dugouts in the home ball field of the Dodgers. I 
want to find out something other than just how to get in and out of a 
dugout. I think you can tell it to us. 

Thank you very much, Mr. Chairman, for the opportunity to say 
hello to these folks. ; 

The CuatrMan. Well, in order for the greatest number to state their 
views and also to give us the privilege which we always reserve for our- 
selves to ask you questions, we hope you will all be brief in your state- 
ments. If you find you have a 12- or 15-page speech, we suggest, 
by all means, that you brief it, and just talk as you would if you 
were talking to your neighbor and your friends, and ‘hen file your 
statement with the committee. We guarantee you that it will be 
properly briefed and presented to the proper legislative committee. 
Of course, we hope that everyone who comes up to testify will speak 
out plainly so our good reporter here may get your name, and also 
whom you represent. 

Now I think we are about ready, except for introducing our com 
mittee staff. At the end is our staff director, Carl Davis, a Colo- 
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radoan. If you haven't got your name on the list, I suggest you write 
it on a piece of paper which we will provide for you, and hand 
t to him and tel] him what you want, and whom you are going 
to testify for. 

Next to Carl sits our assistant counsel on the committee, Bynum 
Hinton. 

I wish you would all feel at home and ask any questions you please. 
We will ask the witness to come up to this chair, if he will. It looks 
like we are going to have to get some more chairs. 

First I see here sitting in the row the president of the Colorado 
Mining Association, Mr. “Harrison S. Cobb. 


STATEMENT OF HARRISON S. COBB, PRESIDENT, COLORADO 
MINING ASSOCIATION 


Mr. Cosr. Congressman Hill and members of the Select Commit- 
tee: We people of Colorado are highly honored that you have decided 
to hold your first hearing here in Denver, the mining capital. We 
appreciate that you are interested in our problems and will help us 
work out a solution if we can do that. We want to save your valuable 
time, and we intend to make these statements brief, factual, construc- 
tive, and to the point. May I take this opportunity to remind every 
witness to make his remarks with that in mind. 

We are also glad to have Congressman Hill with us in our home 
State, and we welcome each member of the committee. We want this 
brief stay in Denver to be a pleasant experience. If the Colorado 
Mining Association can do anything to help it to be so, please call 
upon us. 

0b Palmer is going to make a general statement about the indus- 
try, so I will simply welcome you to Denver. 

The Cuatrman. Thank you, Mr. Cobb. We are all glad to be 
here. Is Bob Palmer ready to testify ? P 


STATEMENT OF ROBERT S. PALMER, EXECUTICE VICE PRESIDENT, 
COLORADO MINING ASSOCIATION, AND MEMBER, NATIONAI 
COMMITTEE ON LEAD AND ZINC 


Mr. Parmer. Mr. Chairman, I present you, sir, with a statement of 
the production of lead and zinc in the State of Colorado from the be- 
ginning until the present, simply to show you that statistics on pro- 
duction of metals are not necessarily conducive to sound conclusions. 
There are those in the United States today who would attempt to use 
statistics to show that the mineral reserves of the United States have 
been exhausted. It is our contention that the dips and curves in pro- 
duction in the lead and zine industries in the State show conclusively 
that it is the economic condition of the industry which encourages 
production or dis scourages production. 

We wish to relate to you, and we think that witnesses will appear 
before the committee who will show you, that it is a horrible thing 
to close down a mine. Many times mines are operated at a loss rather 
than to destroy an entire community and put a lot of men out of work. 
There will be witnesses at this hearing who come here to show you 
that entire communities are being destroyed. We were told just yes- 
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terday by the manager of the one smelter that we have in the State 
that unless the present economic condition in the industry is corrected, 
that the smelter will have to close, which is the only market that we 
have for lead in the State of Colorado. 

There will be witnesses here, I am told, from Utah, who will relate 
that unless the situation in zinc is corrected that the smelter at Tooele, 
Utah, will be unable to reopen. 

The point that I wish to make at the beginning of my statement is 
that this situation is very serious, and if there is anything we can 
do to help the committee clarify the situation we will do so. 

(Data on mine production in Colorado follow :) 


Mine production of lead and zinc in Colorado, 1869 through 1952 











. Lead Zine \ Lead Zin 

Year pounds pounds ‘ pounds pounds 
1869 150. 000 1911 69, 679, 289 M4. GOT. 456 
1870 250, O01 2 242, 2 132, 222, $12 
1871_. “ 555, 000 1913 87, 897, 773 | 119, 346, 429 
1872 1, 150, O06 1914 74, 211, 898 %), 774, 960 
1873 l 191 68, SLO. 5907 104, 504, 904 
18 1 ile 70, 914, O87 | 134, 285, 463 
1875. l 191 67,990,012 | 120.31 7 
1876 l 1918 65, 960, 760 Rg, 1 " 
1877 4,2 1919 37, 070, 241 7, 220, 49; 
1878 13, 72% 192 46, 629, 788 48, 790, 742 
1879. 47,3 1921 19, 660, 466 2, 360, 006 
1880 71, 348, 000 1922 23, 477, 200 23, 258, OO 
1881 81, 004, 000 1923 45, 698, 185 54. 152. 000 
1882 110, 000, 006 1924 47, 557, 061 56, 727, 000 
1883 141. 114, 000 1925 62, 966, 000 61, 621, 000 
1884 126, 330, 000 1926 68, ORT. 800 65. 000, 000 
IRS85 106, 692, 000 100, 000 1927 6, 772. 557 71, 729. 000 
L886 118, 000, 000 100, 00 1928 33, 501, 723 71. 462, 000 
1887 126, 000, 000 100, 000 1929 48, SSO, ODE 5S, 861, 000 
TRA 128, 404, 000 300, OOO 1930 44, 260, 000 72, 518, 000 
1889 133, 940, 000 300, O00 1931 768, 000 32 LU 
[S90 109, 192, 000 300, OOO 1932 4, 299, OOF wn 
1891 126, 256, 00¢ 300, OO 19. 803, Of 2 
1892 120, 000, 006 1, 125, 000 1934 8,4 000 ] 4, 001 
1893 110, 000, 006 1, 650, 000 1& $45, 006 2, 40. 
1894 101, 226, 000 1, 500, 006 1u3¢ } 4, 000 2, 344, OOF 
1895 93, 968, 006 1. 671. 000 1937 19, 572. 000 & 404. (1K 
1896 89, 606, 000 1, 292, 000 1938 18, 910, 006 1, 10 
1897 RO, 794, 286 2, 683, 989 1939 16 660. 000 
]SYS 113, 416, 138 3, 900, 6456 1940 22 ia ii 
1899 138, 048, 446 11, 300, 65¢€ 1941 25 31, 444, 00 
1900 164, 274, 762 16, 282, 055 1942 Y 64, 450 4 
1901 148, 111, 02¢ 26, 843, 731 1943 Y 88, 188 
1902 106, 296, 827 52, 582, 510 1044 396 79. 91 00 
1903 101, 513, 414 80, 616, 000 1045 4, OSS, OK 54 
1904 107, 498, 854 66, 771, 590 1946 +, O72, OOF 2, 204, 000 
1905 115, 746, 777 83, 561, 306 1947 392, OOF 77, 490, Of 
1906_ _ . 106, 646, 506 86, 012, 903 19.8 QN6, | “ s ( 
1907 iil 89, 065, 232 85, 048, 564 1949 53, 706, 000 95, 406 
1908 61, 645, 671 30, 130, 002 195 RO. OOK y1. TOS, OOK 
1909 72, 162, 326 51, 210, 260 1951 672, 01 111, 428 
1910 76, 058, 775 77. O89, 648 1952 0). 000. OOF l 180. OOK 


Mr. Paumer. I have a statement here which I wish the committee 
to know is not the opinion of the witness, necessarily, but it 1s a com- 
pilation of data which has been sent in to the State agencies, such as the 
state metal-mining fund, of which T happen to be the executive direc 
tor, and the State mineral resources board, of which I also happen to 
be executive director. 

Our Governor expressed the desire to appear before this commit- 
mittee. He has expressed a desire of all of the western governors to 
unite in some program to help the Congress solve this very difficult 
problem. Unfortunately, I understand that he is in the South today 
and could not attend this hearing. 
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The mining industry of the United States welcomes this opportunity 
to present its case for immediate passage of legislation to the Con- 
gress of the United States. In February of this year the ae 
under the sponsorship of the Colorado Mining Association, held : 
nationwide conference in Denver to which were invited representa- 
tives not only of all segments of the mining industry but numerous 
branches of the consuming industries as well. The program which we 
here sponsor was adopted by unanimous action of those in attendance. 

Briefly, in the interest of national defense and security, it involves 
the imposition of a sliding-scale stabilization import tax on zinc and 
lead. In substance, the plan has been incorporated in the lead and 
zine section of the bill introduced in the Congress of the United States 
by Richard M. Simpson of Pennsylvania, a member of the House Ways 
and Means Committee. This section recognizes the vital necessity of 
maintaining a sound, healthy, active lead and zine industry within 
the United States in order to meet the requirements of the Nation’s 
industrial plants and to serve its military requirements both in peace 
and in war. 

The Congress of the United States in our judgment has recognized 
the principle in the Stockpiling Act (Public Law 520), that “the 
United States should not place a dangerous and costly dependence 
upon foreign sources for its metals.” ‘The Congress has also investi- 
gated at numerous hearings currency fluctuations by foreign govern- 
ments and is advised as to the effects of these devaluations upon the 
lead and zine industries. 

Here I would refer the committee to the briefs filed by the Emer- 
gency Lead Committee before the United States Tariff Commission, 
copies of which were sent to all members of the Congress. 

Congressman Simpson’s bill is designed in substance to save the in- 
dustry from destruction for, in providing a sliding-scale stabilization 
import tax on lead and zinc, he proposes to maintain the American 
standards of living within the mining regions of the Nation. A base 
price on lead and zine, upon which the tax is to be determined, is fixed 
at 15% cents, adjusted periodically by the Bureau of Labor Statis- 
tics’ index on primary market prices for other than farm and food. 
It amounts to 1 cent, plus 1 cent per pound for each 1 cent the market 
price is below the base price. For ores and concentrates imported into 
the country, the tax would apply in a similar manner but in an amount 
of seven-tenths of a cent per pound for lead content and six-tenths of 
a cent for zine content. 

The legislation is not designed to cut off imports of lead and zinc 
from abroad for it is recognized, both by the mining industry and 
the consuming metal industries of the United States, that some im- 
ports of these metals are needed in ordinary years as well as in times 
of emergency to supplement domestic production. The legislation 
wisely provides that no taxes will, therefore, apply when the domestic 
market price equals or exceeds the adjusted base price of 1514 cents 
per pound which, in fact, is a realization of the cost of production 
within the United States if we are to maintain the living standards 
of the American workmen, and in particular the highly skilled miners 
who produce the lead and zine in the United States. There will be 
no restriction of opportunity for foreign lead and zinc to find markets 
in the United States, nor will the consumer be confronted with short- 
ages such as he faced in the early part of the last year when foreign 
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prices ranged upward to 221% cents and more for lead and 3114 cents 
for zinc. At that time duties of seven-tenths of a cent on zine and 
114 cents a pound on lead were suspended under the law which pro 
vided that these modest duties would be restored whenever the do- 
mestic price dropped below 18 cents for 80 days. The lead and zine 
section of the Simpson bill would renew the import tax whenever 
the price of lead and zinc equals or exceeds the adjusted 1514-cent 
base in the domestic market. “ 

The industry, in supporting the provisions of the Simpson bill, 
believes that they are fair and reasonable and in comparing the base 
price of 1514 cents in the bill with the Government selling prices 
recently removed of 1914 cents per pound for lead and zine, it is quite 
evident that the mining industry is not taking an unfair advantage 
of the present or any future situation. 

The Office of Price Administration and the authorities of the 
Government fixed those prices, and which prevailed until recently, 
of 19 and 191% cents on these metals. But the foreign price, as was 
indicated here, rose as high as 2214 cents for lead abroad, and 3114 
cents for zinc. 

In presenting the case of the niining industry, it has always been 
most difficult to present a united viewpoint. There are those whose 
interest is primarily connected with the smaller segment of our in- 
dustry and, ot course, the larger segment has always been very out 
spoken and its position has generaily been known throughout the 
Halls of Congress. It is a most fortunate position to be in to present 
the united position of our industry. As evidence of the unison which 
exists throughout the United States, your attention is directed to edi 
torials which appeared recently in the leading mining magazines of 
the Nation. 

The Mining World, for example, which is published in San Fran- 
cisco, in its issue of March 1953, on page 29, stated: 

The most important development in the lead and zinc industry in the last 
20 years was announced at the Colorado Mining Association’s convention in 
Denver on February 12, 1953. By unanimous agreement, lead and zine mining 
and smelting spokesmen, representing every mining district in the United States 
of America, agreed on a program. The National Emergency Committee on Lead 
and Zinc, headed by Otto Herres, of Salt Lake City, recommended that in the 
interest of national defense and security the legislation (here referred to) is 
needed without delay for preservation of the domestic lead and zine industry 

Another leading mining publication, the Engineering and Mining 
Journal, published in New York City, in its March editorial found 
on page 71, states in part as follows: 

Here I would like to make this observation for the committee that 
this is the first time in my experience of 15 years that the Engineering 
and Mining Journal has ever reflected the sentiment of the smaller 
segment of the mining industry. 

We also endorse the stand taken recently by the emergency committee of zine 
producers at the Colorado Mining Association meetings in Denver. With unusual 
unity, these producers, large and small, joined in calling for a sliding-scale 
import tax to be levied on imported lead and zinc whenever the domestic prices 
of these metals should fall below certain agreed-upon base prices. 

We approve the basic elements of this plan because we believe it comes nearer 
an equitable solution of a serious industry problem than any other suggestion 
we've heard. 

On the first place, it is useless to talk about free trade among nations, as it 
exists among the United States, because the political and economic imbalances 
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among nations are far too great. North Dakota and Arizona can trade wheat and 
copper freely and easily because politically, financially, economically they are 
about equals. There are very few pairs of countries in the world one could site as 
similar examples. To strike all the world’s tariffs off the books and then shout 
th: at trade has been freed, would be as foolish as to release the brakes on a car 
whose gas tank was dry and expect it to leap ahead up a hill. The world’s cur- 
rencies have to be strengthened, its standards of living built up; there has, in 
short, to be gas in the tank before the car can move. 

United States lead and zine miners have been victims of mistaken government 
policies in the United States, England, France, and elsewhere. When the United 
States piled its stockpile program on top of surging civilian and military de- 
mands, the other nations took fright and bought metals frantically, fearing our 
huge buying power would divert the world’s metal to the United States. 

Big stockpiles, some built with United States funds, thereupon accumulated in 
Europe. It is reported, for example, that 200,000 tons of zinc remains in Europe 
to be disposed of. Finding they had bought vastly more than they could use, the 
European governments began to dispose of this metal, at about the time, un- 
fortunately, when United States markets began to waiver. 


The editorial, therefore, explains that not only were Americans 
subjected to the dumping processes of foreign governments which 
destroyed our mining economy, but we have also been forced to com- 
pete with international cartels which dump their ill-gotten products 
on our markets at any prices they may see fit to sell them and force 
American industry, regardless of size, out of business for we cannot 
possibly compete with foreign government cartels. 

The editorial then continues with the following language: 

This is trade, of a sort, but it is doubtful if it can be called free. The sliding- 


scale import tax is aimed only at requiring imports to come into this country 
on a basis fair to American producers. It is not aimed at blocking imports. 


In closing, the editorial reads as follows: 


As a matter of simple justice to American producers and to foreign producers 
as well, we would like to see the sliding-scale import tax tried. We.commend 
its authors, and we commend the willingness of the several segments of the 
domestic industry to yield some part of their special interests for the sake of 
getting together in unified support of this program. 

Another leading mining publication, the Mining and Contracting 
Review, in an aditorial in its March issue, says in part: 

An impressive start toward unity was made in Denver when the nationwide 
national committee on zinc-lead legislation came to unanimous agreement on the 
necessity for a lead-zine equalization tax to preserve the domestic industry. 

Thus it can be seen not only the industry, but the editors of all of 
the leading mining magazines of the Nation are in total sympathy 
with the program. The logic of the approach is more particularly 
set out in a scientific article pre pared by Dr. T. S. Lovering be fore 
the Geological Society of America, which was published i in its bulle- 
tin of February 1953. The reason presented in this excellent paper 
is quite distinctive in that it is quite different from the haphazard 
guessing contest entered into by certain unfortunate worldwide 
theorists who engage in the preparation of Presidential reports, such 
us the so-c “ Paley report and the more recently published report 
by the Public Advisory Board for Mutual Security, signed by D. W. 
Bell, a Washington banker. The full text of the excellent presenta- 
tion by Dr. Lovering cannot be given at this hearing, but the following 

given as an indication of the excellence of this paper. 


It would give a predictable basis for wage negotiation. It would give assur- 


ance of fair returns for long-range development programs in the mineral industry, 
and thus do much to take care of the time lag in the development of mines. 
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During depressions as well as in normal times it would help greatly in bringing 
venture capital back into the mineral industry by ma iining a healthy, stable 
mineral industry. It would also help minimize labor troubles and would preserve 
a skilled mine-labor force. A guaranteed minimum price in the mineral industry 
would act as an industrial balance wheel during periods of depression, not like 
sand in the bearing box as have the uncontrolled price drops of the past Wits 
guaranteed price for domestic ores should remove the pressures of both labor 
und management for high tariffs The guaranteed pric » foreign nations 
would give them dollars in exchange for the r raw materials and thus would 
tend to hold up foreign economies much as the Marshall plan has do in 
the past, but with this great difference—we would be accumulating tangible 
assets of immeasurable value to us in the future. In building up this reserve 
we would diminish rather than increase international tensions The reserve 
should ultimately give us tremendous economic power, and its value in terms of 
security during a hot war cannot be overestimated Finally this would be a 


price-support plan that could pay for itself in the course of time by virtue of 
the increase in value of the metal through the years. 

My quoting from Dr. Lovering is not to infer that the doctor has 
endorsed in toto the present plan, but it is the principle involved with 
which the doctor and the industry agree. It might be added that few 
men in the United States enjoy the universal confidence of leaders in 
the mining industry as does Dr. T. S. Lovering. 

Other groups of small-business men have endorsed the program 
here proposed. Most recently the Mountain States Association, com- 
posed of the managers of the chambers of commerce and industrial 
organizations of the eight Rocky Mountain States. 

In substance the majority party at its national convention likewise 
adopted a platform which we believe is in line with the program 
which we here propose. The committee’s attention is directed to that 
section of the platform which was accepted in toto by President 
Eisenhower, and which reads as follows, and I quote from the Repub- 
lican platform: 

We vigorously advocate a full and ‘orderly program for the development and 
conservation of our natural resources. 

We deplore the policies of the present administration which allow special 
premiums to foreign producers of minerals available in the United States. We 
favor reasonable depletion allowances, defense-procurement policies, synthetic- 
fuels research, and public-land policies, including good-faith administration of 
our mining laws, which will encourage exploration and development of our 
mineral resources consistent with our growing industrial and defense needs. 

We favor stockpiling of strategic and critical raw materials and special 
premium incentives for their domestic exploration and development 

Here perhaps a brief description of the domestic mining industry 
and its recent experiences should be given. During World War II 
the industry went all out to produce the metal vital for the defense 
of the Nation. More than 6,000 miners were re uxned to the mines 
during the emergency because the production of metals became the 
No. ] “bottleneck. Most of these miners were in the Armed Forces, 
and they were released from the Armed Forces to Me mines of this 
country because of the need for lead and zinc. The Government 
closed down the gold mines in an effort to remedy the situation, and 
even attempted to facilitate such projects as the deep drainage tunnel 
at Leadville, which had been advocated by the mining industry many 
vears prior to the then national emergency. 

The point here is that we are trying to show that men were taken 
from other industries in time of emergency to try to increase the 
production of lead and zine. Ships bringing supplies to our borders 
were being sunk. In fact, the testimony before the Senate Interior 
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and Insular Affairs Committee indicated that 53 out of 61 ships were 
sunk during a very trying period in our history by German subma- 
rines. The American people were deprived of tetraethyl gasoline, 
automobile tires (which contain zinc), batteries made of lead, and hun- 
dreds of items needed in maintaining the present-day living standards 
of the average American. The farmers were denied paint for their 
buildings. Galvanized sheetine and even telephones were not avail- 
able because zine could not be obtained for diecasting material. 
Brass, which is a composition of zinc and copper, was denied to our 
military forces to such an extent that cases ordinarily made from 
brass for our shells were being manufactured out of steel and alu- 
minum and other highly esse ntial materials. Have we forgotten how 
the mining industry of the United States rose to the occasion and 
saved the American people from destruction which undoubtedly would 
have occurred had we been without a domestic lead and zine mining 
industry ¢ 

The idea that a mine can be reopened overnight is ridiculous. There 
are those who have been proposing that. we store our metals in the 
ground—sort of an underground stockpile, so to speak—but this is 
impractical, for, in the first place, it is well known that in a great 
many areas underground movements take place which destroy tun- 
nels, shafts, and working places, and are very expensive to maintain. 
Furthermore, flooding and caving take place and this also involves 
tremendous expense. An active, healthy-going mining industry is 
the best conservation of American mineral resources. ‘This provides 
for the recovery and the most eflicient recovery of the natural resources 
of our country. It prevents losses of these reserves which otherwise 
would occur, and it makes them available for quick usage when they 
are stockpiled on the surface, usage which can be taken advantage 
of if America should be attacked overnight. This is a sensible and 
sane appraisal and is not based on any theory but on practical 
experience. 

Is it wise to place the safety and security of our Nation on the pos 
sibility of acquiring minerals from abroad? The first hazard involved 
is the hazard of transportation. Can we honestly say that we can 
maintain our sealanes when we read in the report of the Swedish 
Government that Russia today has a greater submarine fleet and more 
efficient submarines than Germany had in World War II? The other 
hazard is that of the position of foreign governments and the peoples 
of foreign countries. Recently the Bolivian Government was over 
thrown and the tin mines were seized. The word “nationalized” was 
used, but facts remain that the former owners, some of whom were 
Americans, were chased out without just compensation and the mines 
were expropriated. 

What has been our experience when we have been short of metals? 
What have been the prices we have paid? Assuming that no national 
emergency takes place, what price would we pay for lead and zine if 
we did not produce them within the United States?) What has been 
our experience? Have we not paid higher prices for those products 
which we do not produce than those products which we do produce 
in the United States? The mere fact that the United States consumes 
the major percentage of the minerals of the world, largely for the 
purpose of manufacturing items which in some instances are sold 
abroad, does not justify us, in our opinion, of placing our economic 
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dependence and security and the safety of our country upon foreign 
sources and supplies. Therefore, it naturally follows that on this 
basis and this basis alone we are justified in adopting the program 
which we here propose. 

The third reason for the preservation of our domestic mining indus 
try is purely that of self-interest. It involves the economy of our 
people here in the West and in the various mining regions of the 
Nation. Mining isa basic industry. The operators of mines produce 
new wealth; they maintain the economies-of many sections of the 
Nation. The railroads, the trucking lines, the power companies, and 
other utilities depend largely upon the mining industry for revenue. 
The retail merchants, the farmers, the ranchers, and all those who 
supply the miners, including the manufacturers, are affected when 
mines close down. Professional men, schoolteachers, and others all 
have a genuine interest in the welfare of the mining industry. It, 
therefore, seems proper that those who represent the mining industry 
should present a case to the Small Business Committee purely on the 
basis of self-interest. 

Just for a moment, look at the world picture. Suppose the United 
States places a total dependence upon foreign sources for raw mate 
rials. Disregarding the terrific prices whic h undoubtedly would have 
to be paid in the long pull for these materials, let’s look at the effect of 
this proposal upon the American ec onomy taking into consideration 
the national economy and not the self-interest of any particular 
industry. What about our railroads?~ Do they want to give up the 
business they now have, not only of transporting our products to the 
markets, but bringing in manufactured goods from the eastern part 
of the country to our mines? Is it not true that if we could produce 
our metals here in the United States at the same cost as they are pro- 
duced abroad, we could not transport them across the country for the 
same costs which are involved in transporting the same materials from 
foreign seaports to our same domestic markets ? 

In appearing before one of your committees it was brought out that 
you could transport raw materials from Newfoundland, by water, on 
the east coast, clear around the country, through the Panama Canal, 
and up to San Francisco for less than we could transport metals here 
from Denver to the eastern markets by rail. So we think that is unfair 
competition. 

In other words, it is quite apparent that if we were to break the 
economy of the raw-material-producing sections of this Nation by low- 
ering our wage scales and other costs, we still could not transport 
our products across the country to metal markets for the same price 
which the foreign producer can do by shipping them to our markets 
at a very low cost in subsidized ships. Therefore, it naturally follows 
that we would not only deprive our railroads and our other business 
enterprises of present. income but we would also deprive our local, 
State, and Federal governments of tax income which we understand 
is vital at this time to maintain our national defense program and 
meet our outstanding obligations. 

Is this sound reasoning? Can we afford the destruction of the do- 
mestic mining industry? Here let it be said that some major inter- 
ests in the United States are vitally concerned with the maintenance of 
world trade. Presumably this includes the automobile industry which, 
incidentally, enjoys an adjustable ad valorem import duty. We un- 
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derstand that it is 10 percent. The question is logically asked, Why 
should the United States seek raw materials from abroad which are 
produced at below the cost of production in the United States? Is 
it the desire of our international theorists to maintain foreign gov- 
ernments, or is it a desire on the part of our State Department to 
aid and assist the worker abroad who presently works in mines at 
wage scales far below those which exist in the United States? Would 
it not be wise policy to insist that the foreign worker be paid the same 
wage scale as that enjoyed in the United States, and that we discon- 
tinue subsidizing our shipping, and that we discontinue financing for- 
eign mines with American taxpayers’ money? Would it not be smart 
business to insist that the foreign miner receive a high enough wage 
scale which will enable him to buy our automobiles, to buy our man- 
ufactured products, and as a consequence thereof to be in a position 
to finance his government to the extent that it could build highways 
such as we have in the United States and homes which can use prod- 
ucts produced in the United States? Why buy these materials abroad 
at less than the cost of production in the United States? Let’s be 
realistic. 

Now quoting from only one economist, Jacob Viner, an economist of 
considerable ability, in his recent book, International Trade and Eeo- 
nomic Development, points out in substance that a country is not nec- 
essarily backward because it is engaged in the production of raw ma- 
terials. Backward nations are backward not because they have less 
raw materials than we have in the United States, but rather because 
they have governmental policies which are quite different from those 
which have been insisted upon by the people of these United States. 
The folly of the argument that the per capita income of a nation 
increases through industrialization is punctured by the pronounce- 
ment that the per capita income of dentists and hairdressers in the 
United States is above the average per capita income of our citizens 
and that, therefore, if we are to raise the standards of the people in 
the United States, the logic is that we should all become hairdressers 
and dentists. It is, therefore, to be hoped that in the findings of this 
committee that a realistic appraisal of our national economy will be 
set out, and that we will not adopt theories which seem to be pre 
vailing in international conferences today, namely, that the way to 
advance a country is to insist upon its industrialization. 

In concluding this presentation to the Select Committee on Small 
Business for and on behalf of the National Committee on Lead and 
Zinc, as well as the Colorado Mining Association, permit me to point 
out a further fallacy in the argument of those who oppose our posi- 
tion. It was my privilege to attend the International Monet: ary Con- 
ference of the International Fund at Mexico City last year. At that 
conference it was clear that the economists for the so-called backward 
nations, or nations in which raw materials are produced, had made a 
study of what we called the Paley report issued at great expense by 
the Government of the United States. This report was acccepted 
verbatim because it was issued on the Presidential level which is, of 
course, on the highest level, governmentwise, in the United States. 

The conclusion of these spokesmen for the so-called backward coun- 
tries was that a Nation, in industrializing its economy, requires more 
income than it receives under present international world conditions 
for its raw materials. In other words, a nation solely producing raw 
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materials and seeking in exchange manufactured goods would find 
that it was receiving, dollar-wise, less for its products than it paid 
for imports. Therefore, it was suggested by these astute gent lemel 
and I want to say here that they are very astute and they certainly 
are looking out for the interests of their countries—that industrial 
countries, such as the United States, be requested to continue financing 
the developme nt of these backward countries through international 
organizations on long-term bases—a sort of International Recon 
struction Finance Corporation, and those words were used in that 
statement. 

American capital would be denied the right to explore for and de 
velop the mineral resources of the country in question. True, Ameri- 
cans would undoubtedly be asked to furnish the money through some 
international bank to finance the exploration and development of the 
natural resources of the country in question. But the only benefits the 
United States would receive from such a development program would 
probably be the employment of American technical know how. 
Profits would be denied to American capital. This analysis has re- 
ceived little attention in the American press, but it is a true analysis 
of the suggestions made by the répresentatives of backward nations 
at the last Monetary Conference. 

Suppose the United States deprives itself of its present sources of 
raw materials and the program as here suggested is adopted, and 
we not only industrialize foreign countries which are not now indus- 
trialized but finance them on a long-term basis in the development 
of their minerals. What then? What is our future? Commonsense 
tells us that for safety purposes alone we should continue to produce 
minerals within our own borders. The best program which has yet 
been suggested, as far as the mining industry is concerned, is the ad- 
justable import-tax program as incorporated in the Simpson bill. 
This does not mean that the industry which I represent is in any 
way opposed to the creation of a Commodity Credit Corporation, 
or any other program which will aid and assist the production of min- 
erals in the United States; it does amir mean that we are 100 percent 
behind the program introduced by Congressman Simpson and we 
advocate its immediate adoption by the Congress of the United States. 
A delay of 1 year without the passage of remedial legislation will pro- 
vide irreparable damage to our industry. We plead in all seriousness 
and all earnestness for the immediate passage of this legislation. We 
strongly oppose the delay of consideration of such legislation until 
next year. 

In closing this statement m: iy it further be stated that the mining 
industry has foreseen its present deplorable plight and has, on former 
occasions, testified before the Select Committee on Small Business of 
the Congress. Many of the miners who testified before the Committee 
are no longer engaged in the mining business; their mines are closed. 
The records of the closures of mines are before the Congress. We 
sincerely trust that the hearings which your committee conducted in 
the various mining camps of the United States will again be referred 
to for they contain information which will help you in your findings. 

We wish to express our sincere gratitude to your committee for 
your willingness to conduct your hear ings in Denver, and we sincerely 
trust that your stay will be pleasant as well as informative. 

The CHarrman. Thank you, Mr. Palmer. 
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We would like to ask a question or two. I notice on your sheet of 
production you do not tell the source of the figures. Would you mind 
stating that ? 

Mr. Pater. These are a joint compilation of the United States 
Bureau of Mines and the State Metal Mining Fund Board. They are 
approved by the Federal Government. 

The Cuareman. If I look correctly, Colorado in 1883 produced 
more lead than it did in 1952. Is that correct ¢ 

Mr. Pautmer. That is correct. 

The Cuarrman. Then I find that the highest year was 1900. Is 
that right / 

Mr. Pater. It seems to be correct. 

The CuatrmMan. In 1900 you had 164,274,000 pounds of lead and 
then in 1952, if these figures are correct, you have 60 million. So in 
1900 you produced whatever times 60 it takes to make 164, which is 
3 times, almost, or over 21%. 

Mr. Patmer. That is correct. 

The Cuarrman. Then I noticed again, on zinc, just to get the idea 
in my own mind, that in 1916 on zine you produced 134,285,000 pounds 
of zine. Is that correct / 

Mr. Patmer. That is right. 

The CnarrmMan. And then in 1952 you produced 106,480,000 pounds. 
But in the meantime, between those periods, you dropped down to 
218,000 pounds of zine in 1932. 

Mr. Parmer. That is correct. 

The CHarrMan. So we went almost out of business. 

Now, we will ask you, Mr. McCulloch, if you have a question to ask 
Mr. Palmer. 

Mr. McCutiocn. I am a little embarrassed to ask this question. I 
should know the answer, but I do not. Are there any import duties 
on either lead or zinc in effect at this time? 

Mr. Pater. Yes: there is a modest one, 114, of a cent on lead, and 
seven-tenths of a cent on zinc. May I say here that when the prices of 
these metals were low, the economy of the country was not in an infla- 
tionary period, that some of the then import duties were reflected as 
real protection for the industry. But under present conditions 
throughout not only the United States but the world, of course, they 
are of no use whatever. 

Mr. McCvuuzocn. I note from this table, which you have handed 
to us and about which Chairman Hill has asked several questions, very 
material increases in the production of both lead and zinc from 1933 
until the present time, broken only by 2 or 3 years in each instance. 

Mr. Pater. That is correct. 

Mr. McCutzocn. Do you expect this trend to continue under the 
present conditions, or is this trend going to be very materially 
reversed / 

Mr. Parmer. Well, we expect the trend to increase if the economics 
of the industry are corrected. In other words, if it is possible to mine 
at a profit in the State, we feel that the production will continue 
upward. 

Mr. McCutiocn. Do you feel that you will be able to continue to 
mine at a profit unless you have this relief which you have so strongly 
urged in your forma] statement ? 
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Mr. Patmer. We feel that there will be practically no production. 
There will be a junking of the mines, and a robbing of the mine pil- 
lars, and destruction of our mines unless relief is given. Destruction 
is going on. Every effort is being made in some instances to continue 
mining operations. You will have before you the operators of those 
properties, all of whom are small operators, who will show you exactly 
what their conditions are; namely, they are operating at the present at 
a loss, and they can’t continue very long. 

Mr. McCutxiocn. Would it be proper to conclude from what you 
have said in your formal statement, and your informal statement, that 
it is your opinion that over a longer period of time, including both 
time of peace and war, and high economic activity and of lesser eco- 
nomic activity, that it would be to the advantage of the American 
economy to give the protection which you have advocated in your 
formal statement ? 

Mr. Parmer. We do; yes, sir. 

Mr. McCutxocn. Might I, in addition, conclude from your state 
ment that you think the protection which you are advocating results 
not only to the benefit of industry as such, but it results to the benefit 
of the workers and to the economy of the country in general ? 

Mr. Parmer. We definitely feel that. We feel that our workers in 
our mines are entitled to an American standard of living. We defi 
nitely feel that the American standard of living should be maintained 
in our mining communities. We think it is very unfortunate that the 
experience in the mining industry has been feast and famine. We have 
had our high-market conditions and our low-market conditions, and 
these are based on international conditions and nothing else. When- 
ever any country wants to dump metals on our market, the price goes 
down. It destroys the industry in the mining areas. We feel that the 
sensible approach is to estimate what the cost of preduction is in the 
United States, maintaining a living wage scale for the miners, and 
providing sufficient funds to carry on mining operations and do the 
necessary exploration. We think that is something which is vital to the 
industry, to the economy, not only of this section of the country but 
to the economy of the Nation. We think that it should be done. We 

-annot get the exact wage scales in all of the foreign countries, but they 
vary from 10 cents a da Ly up to $5.50. Here I want to reiterate that 
we, in Denver, have some mining-machinery people. They manu- 
factured equipment here. We know that the very finest equipment 
manufactured in the United States is being exported to foreign coun 
tries, largely financed through the Export-Import Bank or some other 
agency, but actual aid, assistance to the mining industry abroad, as 
part of the military-aid program, and we feel that the te ndency is for 
the foreign miner, even though he has a low-wage scale, to compete 
more effectively with the miners- which we have here in the United 
States. Then there is technical know-how. 

The graduates of our own Colorado School of Mines, in mining, 
largely are going abroad to advise and counsel with those who chose 
to do their mining outside the United States. So the former assump- 
tion that coolie labor in foreign countries or, shall I say slave labor, 
can compete with the American workers is more realistic today. We 
think we have very able men in our mines, and we think the miners are 
highly skilled workers. But we feel that that differential is being 
closed and that we have to watch our step. 
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Furthermore, I want to say here, without taking any more of your 
time, that our plan doesn’t shut off imports from abroad. If the for- 
eign producer wants to charge the American price of production, the 
cost of production, for his product, he can sell his metal in this market. 
It isn’t an attempt to put up an arbitrary restriction against foreign 
trade. We recognize we have to have some zinc and lead from foreign 
countries. But we think that we should sell it in this market at the 
cost of producing it in this market. We think that is going to help 
foreign trade. 

We think if the foreign miner is paid the same wage scale as the 
American miner, he will have money to buy our automobiles and our 
cash registers and our cotton and our peanuts, and whatnot. But the 
present program would indicate that they are trying to keep their 
workers working at low-wage scales and that low costs should prevail 
in foreign countries, and thereby put our people out of business. We 
think it is very unfair. 

Mr. McCutzocu. One final question: Might we therefore properly 
conclude that you and the members which you represent are presently 
of the opinion that world economic conditions are not such that we can 
have a complete free trade with respect to the metals which we have 
been discussing ¢ 

Mr. Pautmer. That is correct. 

The Cuarrman. Mr. Patman? 

Mr. Patrman. I have enjoyed your statement, Mr. Palmer. It is 
fine. It is a comprehensive statement that all Members of Congress 
should know more about. I just wonder about your statement of 
building up the purchasing power of foreign countries. Isn’t that 
just a little bit remote from this particular problem? You know, 
that would involve almost a world WPA, would it not ? 

Mr. Patmer. Well, the worldwide reconstruction finance corpora- 
tion was suggested at the monetary conference and not by us. 

Mr. Parman. Yes, I noticed that at Mexico City. 

Mr. Paumer. We think, however, that the raw material producing 
areas of the country are being taken advantage of under this slogan 
of “trade, not aid.” We think that the raw material producing sec- 
tions of the country, the wool growers, the cattle people, the other 
producers of raw materials, are being sacrificed primarily for those 
who think that we should import raw materials without any protection 
for American producers. 

Mr. Patman. My point is that we have so many terrific problems 
here at home involving our own people and our own economy that I 
just doubt the wisdom of enlarging our activity to embrace the pur- 
chasing power of the other countries of the world as much as we 
would like to see it done. I share your views in that, because it would 
help our country, too, and help the entire world. But as to whether 
or not we should take it on now, I just don’t know. I am doubtful 
about that. I am, of course, willing to listen to any reasoning on 
that. Your statement here on page 5, about the destruction of the 
domestic mining industry, you state : 

Here let it be said that some major interests in the United States are vitally 
concerned with the maintenance of world trade. Presumably this includes the 
automobile industry which, incidentally, enjoys an adjustable ad valorem duty. 

Would you elaborate on what you mean by this adjustable ad 
valorem import duty ? 
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Mr. Parmer. Well, it is based on 10 percent of the cost of automo- 
biles. As the cost goes up, the duty increases. 

Mr. Patman. The import duty on the raw materials, like lead and 
zine ¢ 

Mr. Pater. No; on the manufactured automobile. 

Mr. Patman. Just the manufactured product, not the raw mate- 
rials? 

Mr. Paumer. Yes, sir. 

Mr. Parman. The import duties increase / 

Mr. Parmer. That is right. And we want the same thing for the 
lead and zine industry. 

Mr. Parman. That is the finished product, and it increases as the 
cost of manufacture goes up? 

Mr. Pautmer. That is right. 

Mr. Parman. And you think you are entitled to it, and it seems 
very reasonable that as the cost increases for at raw materials like 
lead and zinc, you should have an import duty that would work in 
the same and comparable manner as in the automobile industry / 

Mr. Patmer. That is correct. We contend that the country cannot 
exist half free and half slave. If we are going to have free trade, 
let’s have it on everything. 

Mr. Parman. Personally, I want the higher wage scales, because I 
know our country cannot continue to be prosperous unless working 
people are able to buy the production, and they have to have good 
wages in order to do it. 

Vhe Cuarrman. The Colorado Mineral Book, the last one I had, 
that which the Secretary brought out and loaned to you, gives the 
value in the table in there for each year of the ores produced in 
Colorado. 

Mr. Paumer. Yes. But I would like to explain to this committee 
for future reference that that valuation which the United States 
Bureau of Mines puts on the metal production of any State is not 
the actual price that the producers received. What actually is done is 
they take a weighted-average price of the St. Louis market on zine, 
and the New York market on lead, and they take an average price 
during the year, and then they multiply that by the amount of pounds 
of metal that are produced. So like a lot of other statisties, they are 
very misleading. 

Mr. Parman. Of course you would have to put that in the state- 
ment, I assume. One other question is about this Paley report. That 
was, I guess, about the most comprehensive and complete report that 
has ever been made on natural resources. 

Mr. Patmer. Yes, sir. 

Mr. Parman. How is it regarded in trade and industry? Is it 
looked upon as sort of a bible along that line, or is it looked upon 
as just a conglomerate book of information and guesses 

Mr. Patmer. With all due respect, Mr. Patman, to Mr. Paley, there 
have been more fireworks in the mining camps of the Nation since 
that report has been issued than at any time in the history of the min- 
ing industry as far as I know. If you men had time, we would like to 
take you through the mining camps of our area and show you our ore 
bodies which have not been mined, which can’t be mined under pres- 
ent conditions. We would like to show you that only 10 percent of 
our State has been geologized, that we have about 20,000 miles of 
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mineralized area in this State. We think, frankly, Mr. Patman, that 
this report is slightly pessimistic. We would like to ask sometime the 
very able men who compiled that report how they can look into the 
ground and tell us how much mineral we have left in this country. 
We have some pretty good miners in this room today, and they 
wouldn’t be able to tell you how many reserves we have left. I will 
say that one of our men has pointed out that 30 years ago he had the 
same reserves in his mine that he has today. 

Mr. Parman. And has he been mining all the time ¢ 

Mr. Paumer. He has been mining all the time. And he keeps that 
amount of reserve in the mine. Of course these studies which were 
made by the Paley committee, the questionnaires were put out imme- 
diately following World War II, when we had exhausted our reserves 
in an effort to win the war. We did very little development work in 
the mines of the United States during the war. 

Mr. Parman. You are referring to the immediately known reserves ? 

Mr. Patmer. The immediately known reserves. We do wish to 
say here that we appreciate the work done by Mr. Jess Larson, and 
Mr. Howard Young, and the Defense Minerals Production Adminis- 
tration, in encouraging exploration and development under an act 
of Congress in this western part of the country. There has been quite 
an increase in exploration and development that has taken place. The 
complaint of that program has been, however, that it has not been 
extended to enough people. It is the old story which you made some 
mention of, of some people going to Washington and getting a little 
bit better treatment than others. But on the overall program we say 
that there has been a realization on the part of the Federal Govern- 
ment that our mineral reserves have been depleted and the exploration 
programs have been encouraged and increased under that program. 
We would like to see that program continued, incidentally, if it is at 
all possible. 

Mr. Parman. Your mentioning the fact about looking into the 
earth and telling how much we might have in the future reminds me 
about the known oil reserves. I suspect we have higher oil reserves 
now than we have ever had, and much higher than they were 50 years 
ago, do we not ¢ 

Mr. Pater. That is correct ; yes, sir. 

Mr. Parman. It has been increasing all the time, which corroborates 
your statement that it is just impossible to tell. The Paley report 
is bound to be based upon a lot of guesses like that. 

Mr. Parmer. That is our opinion. 

Mr. Parman. Are there any charges that the report is unfair or 
is Slanted a certain way? I am just asking for information now. I 
haven’t heard any comments either for or against, and I am anxious 
to know because i know it is a very important report, and it is being 
discussed in the country. 

Mr. Paumer. There are sections of the report that are so well done 
that they should not receive criticism. Some sections of the report 
contain the finest data that has yet been complied. We had the mem- 
bers of the Paley committee at a meeting here in Denver last Septem- 
ber, and they were subjected to questioning by some of the men who 
are familiar with the mining industry, and a lot of apologies were 
made and interpretations of statements in the Paley report which 
are not printed in the report. So we think that some sections of the 
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report are most commendable. But the conclusions that the mineral 
reserves of the United States are practically exhausted is, shall I say, 
a major lie. 

Mr. Patman. At least a guess from your viewpoint, is it not? 

Mr. Paumer. All indications are, in the Nation, that there are 
mineral reserves which have not even been touched. That is what we 
want to do, to encourage the development of old areas and the produc- 
tion from new areas in the United States. We think there is a tre 
mendous field for the further growth of our country. I know in some 
places where they have ore which the larger industries claim is no 
good, but which are being developed just the same. And which bears 
out your theory that they do not always evaluate these things because 
of lack of information and knowledge. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Multer. 

Mr. Mutrrr. Mr. Palmer, you say that the Paley report was ac 
cepted verbatim ¢ 

Mr. Paumer. Yes, sit 

Mr. Mutrer. Will you tell me, please, by whom was it accepted 
verbatim ? 

Mr. Parmer. By the economists for the so-called backward nations 
in attendance at the international monetary conference. ‘They took 
this report and then took it to their countries and studied the report 
and accepted it as final. In other words, the general impression 
among those men is that we are in a terrible mess in the United States, 
mineralwise, that we have exhausted our mineral reserves. 

Mr. Mutrer. But you did not intend to infer that our Government 
accepted that as verbatim, but that it was simply issued as a factual 
report ¢ 

Mr. Pater. No, sir. 

Mr. Mutter. Of course, no one on the part of our Government un 
dertook to say that it was factually correct. 

Mr. Parmer. I think that is correct; yes. sir. 

Mr. Mutter. You asked two questions here: Is it the desire of our 
international theorists to maintain foreign governments, or is it 
the desire of our State Department to aid and assist the workers 
abroad who es work in mines at wage scales far below those 
which exist in the United States? By way of partial answer to those 
questions, may I say to you that it was my privilege to take a com- 
mittee abroad through all the South American countries in 1950. 
There was one other Democrat on the committee besides myself, and 
although it was a Democratic administration at the time, and Demo 
cratic control of the C ongress, there were 5 Republicans that went 
along with me. So, when I said that the statements made in these 
various places that we visited had the unanimous support of the com 
mittee and were concurred in by our State Department, I think it is 
fair to say that it had bipartisan support. That principle that we 
enunciated throughout, even though it irked the heads of some gov 
ernments that we visited, even to the extent of their making formal 
complaints about it, was that we were not interested in maintaining 
any foreign government as such, but what we were interested in was 
to aid and assist the worker abroad, and improving his conditions, 


and trying to bring him up to a standard of living as near to ours as 
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yossible, on the theory that we can’t expect these people abroad to 
- our products unless they have the money with which to do it, and 
we can’t expect them to compete with us on a fair level unless their 
standards are going to be similar to yours. I don’t know of any change 
of policy since the change of administration, so far as that principle 
is concerned. If you do, I think this committee would be very happy 
to know about it. 

Incidentally, I might say specifically to you, with reference to tin, 
you mentioned the tin situation in Bolivia. I went into Bolivia with 
specific reference to the tin situation at that time. While none of us 
agree with the principle of nationalization or expropriation of private 
property, I think in large part the nationalization of the mines in 
Bolivia was caused by the mineowners, most of them absentee mine- 
owners. Our Government was taking the position that if Bolivia was 
to get an increased price for its tin it should get it provided the mine- 
worker would get a fair share of that, and the mineowners said to 
me in so many words, “We are not interested in this increased price 
unless we can get the increased profit.” 

And they pointed to the fact that during this period industry and 
others in the United States were tripling and quadrupling their profits, 
and they took the position “We should get the larger share of the 
profit,” while our Government took the position “We are interested 
in paying the larger price only if it is going to go to the producer 
and the wage earner, who will be able to get a better standard of 
living.” 

That was the impasse so far as Bolivia is concerned. I know that 
in all of these places that we visited the principle of the Export-Im- 
port Bank in helping industries throughout the world is that it has 
to be done on the basis of not creating unfair competition for our 
people at home but improving conditions so that we can fairly com- 
pete with them and they can fairly compete with us, so that it will not 
adversely affect our industry back here at home. 

I don’t believe there has been any change of policy by our State De- 
partment since the change of administration. I think we see eye to 
eye. I think both parties see eye to eye on that. If you know of any- 
thing different, we would be glad to have your comment. 

Mr. Parmer. Well, Mr. Chairman, I would like to suggest to the 
committee that it examine the files of the Export-Import Bank, if 
they are available. They will give, undoubtedly, the wage scales in, 
say, Peru at the time that our Government granted $18 million 
through the Export-Import Bank to that country. See whether the 
wage scales of workers there have increased as a result of that. 

With respect to the tin situation, the reason that that was men- 
tioned was the effect upon the American people, what we pay for tin. 
We are the largest users of tin. We have a smelter in Texas, I under- 
stand, and we try to protect ourselves because we need tin. The point 
is, When the situation arises, as arose in Bolivia, within the United 
States you men of the Congress can take care of it. But when it is 
in Bolivia, what chance have you? 

Mr. Mutter. The only answer I can give you to that is that during 
the war when we could not get tin anywhere else, and we don’t pro- 
duce any tin here, Bolivia was the only one who did send the tin in 
here. All during this period since World War II, despite the negotia- 
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tions that the Russians have tried to carry on with Bolivia, Bolivia 
still would sell Russia no tin and would let it just pile up at home 
there, rather than to sell it to Russia at a higher price while still 
negotiating with us, and did that even after we had made a contract 
with England to pay the British a higher price than we were paying 
to Bolivia. 

Mr. Patmer. I would say to you that we are the largest tin con 
sumers in the world. We produce tin as a byproduct at our molyb 
denum property, but it is of no parti ular consequence. I just Want 
you to know there is some tin produced i in the United States. 

Mr. Mutter. May I ask one other question. I don’t think you 
pointed this up. But what can the Congress do, if anything, to help 
the mining industry develop these old and existing mines or help to 


develop new mines‘ What do you think we can do to help the 
mining industry ? 
Mr. “p ALMER. Produce a healthy climate for the mining indus try 


which we think will be produced without any cost to hs: taxpayers 
through the enactment of this adjustable tar iff. We think that that 
is the. most constructive thing that the Congress can do. There are 
those who feel that granting additional tax relief to this industry 
will encourage production. We are like any other industry. We 

would like to have additional tax relief. But we wish to commend 
the Congress for the relief which was extended to the mining indus 
try in your last session. We feel, however, that when a man is going 
bankrupt he doesn’t worry about taxes, and that is the condition of 
practically all of the producers in this room today. They are all 
going bankrupt. 

Mr. Mutter. You would be happy to pay the higher taxes if you 
had the profits out of which to pay them ? 

Mr. Pater. If they had a good income, they wouldn’t mind 
additional taxes. While I will say that there is a mining boom on in 
Canada, and some of our very good friends are realizing real profits 
from mining operations in Canada, and there are those who contend 
that it is largely due to their tax program, it is the position of the 
people whom I represent that what we need is direct relief to the 
industry to keep our mines going. Then, if you have the justifica- 
tion for the granting of additional tax relief, that is the next thing 
we would like to urge be done, to entice capital to come into the 
mining industry. 

Mr. Mutter. May I suggest to you that the mining situation in 
Canada is quite apart from the tax situation, because most of it is being 
financed with American capital, and that American capital is paying 
at least a 20-percent tax in Canada and then they are paying an Ameri- 
‘an tax when they get the money here. So, it is not the tax problem 
that is giving them any trouble there or helping them. It is some- 
thing else that we have to get to the bottom of to find out why we 
can’t do as well as they are doing up ~“—_ 

Mr. Parman. The questions which I asked you about the Paley 
report were not intended as making any charges against the report. 
I didn’t know, and I was asking you for ‘information. 

Mr. Parmer. I understand. 

Mr. PatMan. ‘Of course, your statement is a little strong about its 
not being true—that it is a big lie. That is your opinion, which is all 
right, since every person is entitled to his own opinion. But your 
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first statement was that you didn’t know whether it was true or not. 
I thoroughly agree with you; it is impossible to know. ‘To that extent, 
I think they were very forward in their views on it. But at the same 
time none of us knows exactly what the fact is. That is really cor- 
rect, isn’t it 

Mr. Paumer. That is correct. The statement that our mineral re- 
serves are exhausted, we contend, is incorrect. 

Mr. Patman. That isright. Now, then, about your statement that 
I heard you make when I attended this meeting. Of course, we have 
a very high regard for Bill Hill down in Washington, both sides, 
Democrats and Republicans, and we were invited to a luncheon which 
you gentlemen gave or Bili gave. I listened to the statements made 
very attentively and I profited by it. You made the same statement 


there as vou have made here. Although I am not in compete agree 
ment with your statement, | am in agreement with you on the general 
objective, That is, that it will be without cost to the taxpayer. Ob 


viously, if you raise the tariff duty, it is going to cost, not the tax 
payer, but the consumer. I guess he would be in a consumer role 
rather than a taxpayer role. but there will be extra costs involved. 
I am not against you on that account, but I believe the phrase is just 
a little bit incorrect in that it leaves the impression that it is without 
any extra cost at all. 

Mr. Patmer. Weil, the statement should be extended to mean that 
it requires no appropriation on the part of Congress. 

Mr. Parman. That is right. But it is an additional cost to the 
consumers, and although they are not all necessarily taxpayers, most 
of them now are. 

Mr. McCutvocn. Did I correctly underst: and you to say or desire 
to leave the impression with us that over a long period of time the 
proposal which you make would not vomiia.d in an increased cost, either 
to the taxpayer or the consumer? 

Mr. Paumer. That is correct. 

Mr. McCutsocn. At least that was the conclusion that I drew from 
your statement. If it is not correct, I would be glad to have you 
correct that conclusion. 

Mr. Parmer. That conclusion is correct, and it is based on the judg- 
ment of the best talent which we can get together in the industry. 
We think world prices would gradually adjust themselves to the cost 
of production within the United States, and that the tariff will grad- 
ually be eliminated. I would like to say to Congressman Patman that 
if you destroy the industry, which is being done, what would be the 
cost to the American consumers in the long pull ? 

Mr. Parman. I see your viewpoint there. You would not be in a 
unique position in as sking for something that would add to the costs 
of taxpayers and consumers if it were in the interest of the economy 
of the entire Nation. I am not opposed to you on that account, but 
I just feel that although year by year it may not be exactly correct, 
it probably is over the long run. 

The Cuarrman. Any further questions? 

Thank you, Mr. Palmer. 

Mr. Parmer. Thank you very much, Mr. Chairman. 

The Cuatrman. We have this room crowded to capacity. 

The next speaker we have listed here is Joseph H. Taylor, a member 
of the National Committee on Lead and Zine from the New Mexico 
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mining industry. If Mr. Taylor is here and will take the chair, we 
will proceed. 


STATEMENT OF JOSEPH H. TAYLOR, VICE PRESIDENT AND GEN- 
ERAL MANAGER, PERU MINING CO., SILVER CITY, N. MEX. 


Mr. Tayntor. Mr. Chairman. 

The CuarrmMan. Do you have a statement you are going to read? 

Mr. Tayvor. | am going to give you a statement and letter from 
the New Mexico Mining Association, as they wish me to represent 
them. 

The CHarmrMan. You have some other letters and a short statement. 
Then we will ask you questions after you finish. 

Mr. Taywor. I am going to read the letters that I brought with me. 
One is from the chamber of commerce from Silver C ity, Grant County. 


Dear Mr. Taytor: We in the Silver City-Grant County Chamber of Com- 
merce are quite concerned over the economic effects felt in this area due to the 
present unstable zine situation. 

The steady decline in zine prices have created a hardship on the zine mines 
in this area as well as the merchants who are serving this territory. 

Our records indicate that in 1952 there were 1,200 employed in the zinc mines 
in Grant County. Today there are approximately 323 employees; of which 135 
ure on production of zinc, the remainder on maintenance and exploration or 
development work. Obviously, the shutdown of these mines affect a great deal 
more than the actual number unemployed. 

Please rest assured we will do everything in our power to help you to obtain 
an equitable price for zinc so that our zinc mines can reopen, 


That is signed by Thomas W. McCabe, president of the chamber of 
commerce. 

In order that you could know something about the unemployment 
picture, the local office of the New Mexico State Employment Service 
also gave me a letter. 


DeaR Mr. TAYLOR: We are very glad to furnish you with the information re 
quested concerning the present economical conditions in the Grant County- 
Silver City area. 

The Silver City area covers Grant and Hidalgo Counties in southwest New 
Mexico. The principal industrial activities of the area are copper, lead, and 
zine mining. All of these mines, with the exception of one, Banner Mining 
Co., are located in a radius of 16 miles of the town of Silver City in Grant 
County. The Banner Mining Co. is near Lordsburg, 50 miles southwest in 
Hidalgo County. 

There are approximately 18,000 acres of cultivated agricultural land in Hidalgo 
County. The economy of this area is depen ‘ent on the price of copper, lead, and 
zine. Fifty-five percent of all nonagricultural wage and salary employment is 
normally accounted for by these mining companies. 

The population of Grant and Hidalgo Counties was 24,971 in 1940, 26.744 in 
1950, and is estimated at 27,000 at present. Present nonagricultural wage and 
salary employment of 4,797 is 24 percent below March 1952, and 14.5 percent 
below January 1953. This decrease is directly due to a drop in the price of 
lead and zine, which caused the closing of 7 mines, and the completion of 2 
small road construction projects. 

The employment reduction has indirectly caused a decrease in trade and 
service establishments. The lumber industry, employing approximately 100, 
has been able to continue operating, while in 1952, 


due to deep suows, employment 
was reduced to a minimum. 


Since March 1952; 950 workers have been laid off by the mining industry 
{31 of these layoffs have occurred since January 1953. About 10 percent of 
these workers left the area. Some have found work in other areas, while 


others are returning here, unable to find employment elsewhere 
34376—53—-3 
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The outlook for the next 2- and 4-month periods is not good. No mining firms, 
except Kennecott Copper and Phelps Dodge Corp., which are both copper mines, 
were willing to give an estimate of employment for these future periods. 

No local action has been taken to relieve the manpower situation for this 
area. 

Now I will read a short statement about the conditions in the in- 
dustry there. 

A year ago the lead-zinc industry in New Mexico employed approxi- 
mately 1,200 men. Some of these men were employed in the mills, 
some on the surface at the mines and some underground. Of these, 
exclusive of salaried employees, but 323 are now employed by the 
lead-zine mines, of which but 135 are in production of lead-zine ore. 
This means that approximately 900 men have been laid off or been 
forced to find other work. At present, about 500 of these are regis- 
tered unemployed and are largely drawing unemployment compen- 
sation, but this compensation is for 24 weeks at $25 a week and within 
a few months this compensation will be completed at which time these 
men will be financially in trouble unless, in the meantime, they can 
find some work. 

The annual report of the New Mexico State inspector of mines for 
the fiscal year ending June 30, 1952, shows there were produced 13,205 
tons of recoverable lead, valued at $4,707,499, and 50,629 tons of 
recoverable zinc, — - $13,270,914. This is approximately 64,000 
tons of metal, valued at nearly $18 million. Of this $18 million, 
approximately 47 pe reno went for labor, which was spent largely 
in the area with merchants supplying food, clothing, and household 
furniture. In addition, the employees bought automobiles, paid taxes, 
und bought savings bonds. The payrolls now are reduced to 25 per- 
cent of the rate a year ago, and this is seriously affecting business in 
the area, 

Six of the major mines in New Mexico have been closed or are 
operating on the basis of exploration and development. One mine 
is produci Ing zinc -lead ore in conne ction with a deve lopme nt program. 
In addition, over the past years, our mill treated ores from more than 
20 large and small mines, ‘all of which have discontinued operations 
thus cutting off more than 80 percent of the production. These small 
and large mines, which have discontinued sensation in the past year 
also employed men, most of whom are not included in the above figures 
for unemployment. 

The closed mines are now at a heavy expense to maintain condi- 
tions of equipment and keep the water pumped out. As time goes 
on the costs of maintenance will either be excessive or, lacking proper 
maintenance, the properties will gradually deteriorate, so that some- 
thing should be done to get these mines back into operation as promptly 
ius possible. 

In normal times, two-thirds of the zine consumed within the United 
States 1s produced by our domestic miners and one-third comes from 
fore ign sources It is not our wish to prohibit the import: ition of 
zine and lead but to control the importation and protect our domestic 

ining industry. It is my belief that this proportion is perfectly 
proper and we were gl: id to encour: ige import: ition of zine while the 
price was 191 » cents and the Emergence y Lead- Zine Committee coop- 
erated with Congress in permitting lead and zine to come in duty free 
when the price was 18 cents. From December 1951 to October 1952 
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imports of both metals increased 80 percent. At present, the very 
small tariff on zine does not in any way protect the domestic zinc 
industry, and now more than 60 percent of the zinc consumed in this 
country comes from foreign sources. If this continues, it is quite 
likely that m: ny of the zine mines will be permanently shut down and 
the Nation placed in a critical spot in the event of sudden need for 
lead and zine. 

We have had a serious break in the prices of these metals with 
imports exceeding 60 percent of the domestic consumption in the past 
and when our domestic mining indus stry was forced to pay excessive 
prices. A stabilizing import tax wou ld be a good thing for the con 
sumer by eliminating the fluctuating price, and at the same time it 
vould preserve out lead-zine mining Edad 

To sum up, the excessive import: ition of lead a nd zine from coun 
tries having low wage scales has had a disastrous effect upon the 
domestic mining industry, H indreds of men mn New Mexico are 
out of work. All lead-zine mines in this State are closed or operating 
at terrible losses. This is becoming progressively worse and in an 
emergency, the cost of reopening will be increasingly high. In ou 
opinion, a stabilizing sliding scale import tax, such as H. R. 4294, is 
needed promptly to save the lead-zine mining industry. 

The Cuatrman. Thank you, Mr. Taylor. 

Mr. Tayror. I will let you have this other copy, also. I don’t have 
any more copies. 

The Cuairman. Mr. McCulloch ? 

Mr. McCr LLOCH., Mr. Tay lor. what is the | present pl ice of impo te 
zine ¢ 

Mr. ‘Taytor. The domestic price for zine is 11 cents, and for lead 
it is 12 cents. 

Mr. McCutnocu. Are we now receiving zine and lead from foreig 
sources at those prices in this country 6 

Mr. Taywor. That is correct. 

Mr. McCuuzocni. But within the last year or two we were pay 
as much as 22 cents or more for lead and 31 cents or more for zin 

Mr. Taytor. That is true. The industries that required lead and 
zine within the past 2 years pi aid excessive pl ices from foreign sources. 

Mr. McCunwocn. In other words, whe n lead or zine is in short up 
ply from domestic sources, the foreign producer Ss charge all the traffi 
will bear? 

Mr. Tayvor. Every bit of it. 

Mr. McCutsocn. And I suppose it is elementary to conclude that, 
if the zine and lead miners are ruined in America, again we will pay 
all the traflice will bear from foreign sources ? 

Mr. Taytor. That is true. And as an example, just in recent year 


the price of zinc went to 9 cents a pound. We shut down 2 mines, ea 
employing more than 100 men. After 8 months we were able to, at 
considerable expense, start up one of those mines. One of 1] 
companies, after a while, came to us and begged us io start up the 
other mine. They said they needed the zine so badly they would pay 
what it would take. Well, of course there was a ceiline on it and we 
couldn’t receive any more than that ceiling. However, we did start 
that property up. The original cost of starting up was more thar 


$50,000. We ran that property until the end of December. We fur 
ished them the zinc from that property at the ceiling, and it saved 
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them from paying a very high price for an equal quantity from foreign 
sources. 

Mr. McCutxocn. Is it your studied and sincere judgment, that if a 
reasonable protection be given the producers of lead and zinc in 
America, that in the long run it will be in the interest of American 
economy ¢ 

Mr. Tayror. I am sure it will be in the interest of the American 
economy to maintain a zinc-lead industry in this country. 

Mr. McCutxiocu. And that we pay less for lead and zine if we main- 
tained such an industry that if we left that industry to become 
bankrupt? 

Mr. Taytor. That is correct. 

Mr. McCutiocu. That is all. 

The Cuarrman. Mr. Patman? 

Mr. Patman. In that way, then, eventually it will not cost the 
people anything, because over the long run it will save more. 

Mr. Taywor. I am confident that it will save this country money to 
maintain a lead-zine mining industry in America. 

Mr. Parman. That is all, thank you. 

The Caarrman. Mr. Multer? 

Mr. Mutter. No questions, Mr. Chairman. 

The Cuarrman. Thank you very much. 

This is getting information not from the grass roots but from the 
miners’ roots, right where you dig the ore itself. Thank you very 
much. 

We will take a brief recess at this time. 

(Brief recess. ) 

The Cuarrman. I would like to have the reporter file the statement 
of Mr. Bell at this point. 

(The data referred to follows :) 


STATEMENT OF CHARLES N. Beit II, THe Kine Lease, INc., Ouray, Coro. 
APR. 22, 1953 


1951 1952 

Tons milled - “ - 49, 622 | 49, 258 
Net returns on contracts $628, 782 $516, 328 
Value per ton $12 671 $10. 482 
Expenses $475, 020 $554, 864 
Expenses per ton $9. 573 $11. 264 
Net profit or loss +-$153, 762 ~ $38, 519 
Net per ton +$3. 098 $0. 782 

NorTe.—Net valve per ton down $2.189 in 1952; expenses up $1.691 Although the tonnage was nearly 


equal for the 2 years, company suffered a loss of $38,519 in 1952. For the first 3 months in 1952, the King 
Lease, Inc.’s loss is, approximately, $25,000 

The CuarrMan. We will proceed as fast as we can. We have a 
number of witnesses and do not want to shut anyone off. But in the 
interest of brevity, we do hope, if you have a long statement, you will 
brief it yourself, and give these good Congressmen, and I mean no 
exaggeration as I have already been complimented by the questions 
asked, the right to proceed with the questioning. They are always 
pleased to help you. They are all good thinkers and they know what 
they are asking. And they know what they are trying to get out of 
you. You really are ahead if you try to do that. 

Now we will call Mr. Miles I. Romney. He is manager of the 
Utah Mining Association. 
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STATEMENT OF MILES P. ROMNEY, MANAGER, UTAH MINING 
ASSOCIATION 


The Cuatrman. We are glad to see you this morning, sir. It is 
nice to have you with us. You people from the States of New Maxico 
and Utah that have to come over here for this hearing are welcome 
indeed and we are glad to have you participate in the hearings. 

You may proceed. 

Mr. Romney. Thank you. I have a prepared statement here that 
1 will brief. I would like to just read a few paragraphs from a paper 
which I do not have a duplication of, just by way of introduction. 
The general but frank statement that continuation of 23 cents com- 
bined lead-zinc price as compared to 3814 cents 1 year ago, for any 
extended period, would kill off the major portion of western lead 
zine production. To date, mines having a high proportion of zine 
with low silver values have been the h: viedo hit. A good example is 
New Mexico which, as Mr. Taylor told you, has only one producing 
property running today. A large number of smaller properties in 
other States have closed down, the smaller properties being the most 
sensitive to reduced prices because of being unable to long sustain 
any operations at a loss. 

There are few western lead-zine mines now operating at a profit, 
and there are none operating at what you might call a proper or a 
needed profit. By that needed profit, I mean sufficient to pay operat- 
ing costs, to recover invested capital, to develop replacement reserves, 
to finance exploration work for new mines, and give the stockholde rs 
a reasonable return on their investment. To continue to mine with- 
out those needed or reasonable profits is similar to a merchant hold- 
ing a bankruptcy sale in order to liquidate his stock and go out of 
business. The operators are now rapidly approaching the hour of 
decision as to how long they can continue to sustain losses and deplete 
ore reserves. That, however, is the individual operator’s problem, 
and one which I would not presume to answer for him. However, 
they have gone on now for 4 or 5 months, weighing losses against the 
dreaded ‘conditions to shutdown, such as high maintenance costs, losg 
of working crews and staffmen, and the probable loss of ore reserves 
through falling timber, caving ground, et cetera. 

Many have resorted to the process of high-grading to continue to 
operate for this length of time. The price depletion promises to be 
of long duration, considering the abundance of free world lead and 
zinc reserves and the ability and willingness of foreign lead and 
zinc producers to undersell our market. 

This price depletion could be terminated through passage of the 
present proposed sliding scale stabilization importation legislation 
or it will be terminated through the shortsighted alternative of per- 
mitting the wrecking of a suflicient portion of our domestic industry 
to allow foreign producers to raise prices as dependency upon them 
permits. 

One other point I would like to make is that the average price for 
lead, 1946 to 1952, inclusive, was 15.48 cents. That includes 6 months 
under the old premium-price plan when the price of lead was pegged at 
614 cents. This average price of 14.48 cents is a price sufficient to 
sustain domestic mining. The price range, however, over this period, 
was 614 cents to 2114 cents. The price was well below the average 
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from March 1949 to September 1950, and again dropped below the 
average in September 1952 

Very few mines, particularly the small ones from which the large 
ones grow, can continue to operate through an extended no-profit 
period. Each cycle of depressed prices takes its toll in reduction 
of actual and potential lead-zine production in discouraging develop 
ment, in discouraging e xploration and plant investment. Kach such 
cycle draws the noose tighter. The t uuyer over the years has paid an 
adequi ute price, adequate to keep the industry alive. But the feast-or- 
famine marketing process along the way has occasioned many casual 
ties. All that the western lead-zine mining indus stry asks are the 
means to stabilize prices at near the average levels whic ‘h buyers in the 
past 6 years have indicated a willing to pay. 

The lead-zinc mining industry is in a desperate plight. Its produc- 
tion capacity and its ‘ability to survive has so long been taken for 
granted that it is difficult to impress upon the people of our country 
the critical status of its present condition and the nature of the stake 
they have in its continuation as a healthy, prosperous industry. 

Depressions, emergencies, taxes, tariff policies, and international- 
trade philosophies and conditions have all taken their toll and left 
their mark, until today it is rather commonly assumed that our metal 
resources are nearly exhausted, that we should conserve what we have 
by keeping it in the ground, and that we should largely substitute 
imported metals for our own domestic production. 

Mining is a high-risk business. There are risk factors involved in 
anions which are not experienced in any other type of business, such 

s farming, manufacturing, wholesaling, and retailing. In each of 
ents, conditions affecting cost of production, cost of plant, abundance 
of raw materials, and market for the new product are sufficiently de- 
fined to permit careful analysis of the opportunity for success before 
making the investment to set up the business. 

One other feature distinguishes their risk in comparison to that of 
mining: That is that their source material of supplies or inventories 
are largely reproducible, whereas the ore reserves of a mine are a 
shrinking asset, exhausted when the physical limits of the ore are 
reached. Before it can be determined whether or not a profitable min- 
ing operation is possible, many thousands or hundreds of thousands or 
in some cases millions of dollars must be spent in exploring the sug- 
gested ore body. Only after this risk investment stage can a mining 
company reasonably estimate the value and extent of its source of sup- 
ply, its cost of production, and its cost of plant. Mining of copper, 
lead, and zinc is one of the most important industries in the West, not 
only as it is related to the economy of the West, but as it relates to the 
production of raw materials for the Nation’s economy. 

The West in 1952 produced the following percentages of the total 
United States production of lead, zinc, copper, gold, and silver. I 
will read the lead and zinc; 67.5 percent of the lead and 58 percent of 
the zinc. I am going to skim several paragraphs here and go on to 
this statement: 

If present conditions force the closing of the major portion of the 
domestic lead-zinec mines, then it is but logical to assume that the 
smelters and refiners will also be forced to close. Why emphasize so 
obvious a conclusion? I do so for the simple reason that with our 
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smelters and refineries closed we will be absolutely unable to obtain 
the metals needed for our domestic economy. Why! Because the 
foreign producing nations do not have the smelting and refining 
capacity to treat the ad : tional ores that would be necessary to supply 
our needs. They have facilities to smelt and refine their production, 
namely that which goes to their normal European markets, and that 
portion which normally comes to our market to fill needs over and 
above our domestic production. But they could not fill these normal 
needs, our normal needs, and the additional portion represented by our 
domestic production. 

Lead at 12 cents a pound and zine at 11 cents a pound today means 
that the foreign producer is finding those prices profitable to him. 
Otherwise, he would not continue to offer metal at such prices. He 
will hold such prices or lower them further until a sufficient portion of 
our domestic production has been destroyed to assure his being able to 
sell all the metal in our market that he has to offer. Once so assured 
by our permanent loss of productive capacity, we can fully expect 
prices to rise to whatever point our dependency permits. 

I respectfully call to your attention the fact that unless the domestic 
lead-zine industry receives some immediate relief that it will be de 
stroyed with the regrettable loss of employment, the taxes, and secu- 
rity at present related to it. 

[ would like to endorse wholeheartedly the remarks made by Mr. 
Palmer and Mr. Taylor in regard to Mr. Simpson’s bill, H. R. 4294. 
I have rather a lengthy document here, gentlemen, that we prepared 
as a series of original letters to our Utah congressional delegation, to 
inform them on different points affecting ~ present lead-zine mining 
situation. I will go through those very briefly and if there are any 
questions on spec ific subjects I will be pleased to answer. 

The first one is titled “Foreign Metals Not Available When B: uly 
Needed But Are Dumped in Our Market When Surpluses Appear. 

These two gentlemen preceding me have made extensive remarks on 
that subject. I would simply like to call attention to the fact that in 
1949 we had a situation very similar, pricewise, so far as importation 
of metals into this country, we had a situation very similar to what we 
have today. It was only by arising of the Korean emergency that 
prices rose to a point that saved the domestic lead-zinc industry at 
that time. Prices immediately rose, as they have told you. Ceiling 
prices were placed on us here in this country, and foreign prices were 
permitted to go unrestricted. We were able to import far less than 
our needs. 

Our producers, our defense economy, went on to an allocation and 
priority system. Immediately it became apparent that those scarcities 
were artificial rather than real. Those scarcities were created by for 
eign governments using our money, to a large extent, to accumulate 
excessive stockpiles of metal. I think they accumulated them on the 
supposition that there was a long trend of rising prices, and they 
bought them speculatively. But they bought them with our money 
and accumulated excessive supplies and denied our own markets here. 

Immediately that that scarcity was demonstrated as being unreal, 
those metals began to seek our market. In 1951, when we were in des 
perate shape for lead, we were able to import only something like 
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238,240 tons. In 1952, some 637,000 tons of lead came into our market, 
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and the rate is still continuing, so far as statistics through the month 
of February are concerned. 

Even under these low prices that they are willing to sell at in our 
market, the annual importation rate is up well in excess of 600,000 tons. 

I have prepared another letter here, or memorandum, on conditions 
forcing the closing of domestic mines and danger of resulting depend- 
ency on foreign sources. I won’t bother you with that. There are 
some price charts there attendant to that article that may be of specific 
interest to you. 

The next one concerns lead-zine production and imports from the 
year 1930 to the year 1952, with a series of comments on the conditions 
affecting the mining industry during those periods. I won’t bother you 
with talking about that specifically, except to point out on these charts 
from the year 1930 to the year 1939 there was less than 100,000 tons of 
lead or less thee a hundred thousand tons of zine imported into this 
country in any 1 year 

Beginning with our war years, when we became the arsenal of de- 
mocracy, we had to import a great deal of additional metal, and the 
metal flowed in at a rate of several hundred thousand tons from the 
year 1940 right on through to the present. During the war period, the 
Government did all of the purchasing and at prices that we don't 
exactly know. They paid whatever they had to pay to get the metals, 
at that time. 

I have another chart here that I am sure will interest you gentle 
men. I won’t comment on it further than to say that I show the 
imports from each different country from the year 1948 to the year 
1952 for both lead and zine, I think it would be interesting for 
you to study that. 

The next article I would like to comment on briefly, because it refers 
particularly to Representative Patman’s question on foreign wages. 
We have a little information here. It isn’t as complete as we would 
like it. This states that wages in Mexico range from 85 cents in 
small independent operations, to $4 in large operations, in terms of 
United States dollars. 

Productivity per man is equal to or not far below United States 
operations. One operator having smelting plants in both countries 
states that productivity per man is practic: -ally equal in those plants. 
The Government of Mexico has production and export taxes on lead 
and zine. It recognizes the need of adjusting these taxes to metal 
prices and has sliding-scale duties to accomplish this. 

Morocco, with large, relatively high-grade lead-zine ore bodies, 
pays about $1.50 per day. Productivity is close to ours, largely due 
to the fact that American know-how and mechanized equipment have 
been imported. 

Peru pays $1.50 to $2 per day for mine labor. 

Guatemala pays $1.50. 

These are round figures, gentlemen. They may vary slightly one 
way or another, but ‘these figures were given to me by operators in 
the country or those who were familiar with the operations there. 

Guatemala pays $1.50, and one operator in that country, who also 
has operations in the United States, reports man-for-man equality 
of production. 

Germany is reported to be paying average wages of $1.35 for all 
industrial workers. We don’t have any data for mine w ages. 
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Canada pays mine wages of from $12 to $14 a day, but she is 
favored with higher grade ore, greater productivity, and a more 
favorable tax climate. Average wages for all days-pay employees 
in the Utah metal mines for February 1953 was $15.92 per day, not 
including fringe benefits which might average from $1 to $1.25 per 
day in terms of cost toe mploye rs. 

That figure is from the department of employment security in 
the State of Utah. 

It has been estimated that foreign lead-zine can be produced 
some 5 cents per pound less than domestic-mining costs. For this 
reason, with the present prices of lead-zine in the market, the market 
is profitable to the foreign producer but unprofitable to most American 
producers. 

I won't read further on that document. 

One other matter of consideration that we have written brief 
treatise about is United States tariffs and international trade bar- 
riers. I would like to make a few comments from that which will 
be close to my closing. 

Free trade logically assumes bilateral removal of tariff barriers, 
import and export restrictions, currency manipulations, and govern- 
ment or private cartels. Even after removal of such devices, inter 
national free trade, to be successful, must be conducted in an environ- 
ment of freely convertible currency. For the United States to 
unilaterally remove its tariffs or to fail to provide proper protec- 
tion for vital raw material and manufacturing industries under present 
conditions of international trade would be but a shortcut to the 
crippling of our domestic economy and suicidal invitation to disaster 
in war emergencies. The United States Tariff Commission report 
for the period April 1949 to June 1950 states : 

In most foreign countries embargoes, quotas, licensing, and exchange control 
regulations have become more important than tariffs as a means of restricting 
imports. At present most foreign countries restrict both the quantities of his 
goods to be imported and the sale of foreign exchange. 

A Mr. O. R. Strackbien, of the National Labor-Management Coun- 
cil on foreign trade has this to say: 

Slowly the facts are beginning to emerge that the United States is now dis- 
tinctly a low-tariff country and that our trade restrictions are much less oner- 
ous than those maintained by most of the countries that so readily protest our 
high trade barriers. The overall result of tariff reduction since 1934 is that 
today our tariffs are down 75 percent from their high point so far as actual 
protection effect goes. 

Following are tables on the tariff adjustments from 1930 to the 
present time on le ud and on zine. 1 would just like to conclude with 
the statement that we assure you that something must be done to keep 
the domestic lead and zinc industry alive. 

They cannot continue to operate on a no-profit or an inadequate- 
profit level for any great length of time and any sustained period 
of shutdown would see abandonment of the mines, a situation that we 
feel our domestic economy cannot stand, a situation which we feel 
would leave us absolutely w ide open in the case of any national emer- 
gency. We feel that the price that the industry has received for 
metals on the average over the last number of years is adequate. to 
sustain the industry, that there will be no additional cost to the tax- 
payer or to the consumer, either one, in approving this legislation 
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as proposed in 4294. It is to get away from the up and down, where 
you are down below a profit level for 6 or 8 or 9 months, and the 
little mines are forced to close down and the big mines have to curtail, 
or operate at no profit, and high-grade their ore bodies to stay in 
operation. 

Thank you, gentlemen. 

The Cuarrman. Thank you very much. Any questions? 

William, do you have a question ¢ 

Mr. McCutiocn. Mr. Romney, I think you made an excellent state- 
ment. I want to ask you a question to which the answer will prob- 
ably be a bit repetitious, but I want it on the record. 

Is it your studied and unselfish judgment that in the long run the 
American economy will be benefited by that which you and the mem- 
bers of your organization advocate ? 

Mr. Romney. I do, sir, and wholeheartedly. I have discussed 
briefly what I think the price impact will be. It will be literally 
no change from what the average price has been over the last short 
period. But if we have a reasonably stabilized price, then invest- 
ments in mining can be planned intelligently and with some confidence 
on a long-range basis. 

By that very function, you will encourage more mines to develop, 
the existing mines to reach out further in their development, you 
will encourage new capital to come into mining to look for additional 
profits, and, in the long range, increase your productive capacity 
and, I think to a certain extent, reduce our overall costs so that we 
can be more competitive with foreign materials and can furnish a 
cheaper product to the country. 

Mr. McCutxiocu. And one statement further, Mr. Chairman. 

I was particularly glad to have you read that statement to the 
effect that the United States of America is now one of the low-tariff 
countries in the family of nations. I think it is regrettable that 
the press has not repeated that fact over and over again. I think 
there are too many people in this country who have been of the opin- 
ion that we remain a very high tariff Nation in the family of nations, 
and that is not true. I am glad that statement is in the record. 

Mr. Romney. Thank you. 

The Cuairman. Mr. Patman? 

Mr. Parman. No questions. 

Mr. Mutter. No questions. 

(Data submitted for the record by Mr. Romney follows:) 


H. R. 4294—To AMEND RECIPROCAL TRADE AGREEMENT PROVISIONS AND To PROVIDE 
A SLIDING SCALE STABILIZATION Import TAX ON LEAD AND ZINC 


On March 30, Congressman Richard M. Simpson, Republican of Pennsylvania, 
introduced H. R. 4294, a bill to extend for an additional year the authority of 
the President to enter into trade agreements. Chairman Daniel A. Reed, chair- 
man of the Ways and Means Committee, to which the bill was assigned, announced 
that public hearings, beginning April 22, would be held on the measure by his 
committee. 

The bill strengthens the role of the Tariff Commission in both the prenegoti- 
ation phase of trade agreements and the granting of escape-clause relief. Find- 
ings of the Tariff Commission on both the peril-point procedure and the escape- 
clause relief would be mandatory under provisions in the new bill. The measure 
also, in view of the additional responsibility placed on the Tariff Commission, 
provides an increase in membership from 5 to 7. 

The protective clause in the present law, which reads, “* * * serious injury 
to the domestic industry producing like or directly competitive articles,” is 
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amended in the Simpson bill to read: * unemployment of, or injury to, 
American workers, miners, farmers, or producers, producing like or competitive 
articles, or impairment of the national security and such unemployment, injury, 
or impairment, or threat thereof.” 

The Simpson bill contains special provisions designed to strengthen our 
domestic petroleum, coal, lead, and zine industries—industries which are closely 
allied with the domestic economy and vital to the national-defense program. 

The section of the bill dealing with lead-zine is an amendment to the Tariff 
Act of 1980. It has no time limit and is not subject to State Department nego- 
tiations. Provisions for lead-zine recognize the need to maintain a sound and 
active industry within the United States for both industrial and military pur 
poses; that dependence on foreign sources is costly and dangerous; that the 
industry has experienced serious damage through dumping of lead-zine on the 
American market by low-wage foreign producers; that devaluation of cur- 
rencies and monopolistic marketing practices of foreign governments have joined 
with “dumping” to accomplish near-destruction of the domestic lead-zine mining 
industry. 

In order to give the immediate relief necessary to save the lead-zine mining 
industry, the bill provides for a sliding scale stabilization import tax on these 
metals. Mr. Otto Herres, chairman of the National Emergency Lead-Zine Com 
mittee, describes the provisions of the tax as follows: 

“The base price of lead and zine upon which the tax is to be determined is 
15% cents, but adjusted periodically with the Bureau of Labor Statistics index 
of primary market prices for commodities other than farm and food. In the case 
of metal the proposed tax is 1 cent, plus 1 cent per pound for each 1 cent the 
market price is below the base price. For ores and concentrates the tax is 
seven-tenths cent per pound for lead content and six-tenths cent for zine content 
It is recognized that some imports are needed to supplement domestie produc- 
tion. For this reason, no taxes apply when the domestic market price equals 
or exceeds the adjusted base price—15'4 cents per pound. That means there 
will be no restriction of opportunity for foreign lead and zinc to find a market in 
this country to the extent that domestic mines cannot take care of the demand 
And, for the consumer, it means protection against shortages and high foreign 
prices in times of emergency as well as relief from the market instability dif- 
ficulties of recent years,” 

To partially illustrate the present condition of the lead-zine industry in the 
United States and.some of the events contributing to that condition, the Utah 
Mining Association has prepared a series of articles and charts which they 
would very much appreciate your studying and following up by urging yout 
Senators and Representatives to support H. R. 4294. 


ForEIGN Metrats Nor AvAILABLE WHEN Bapty Neepep Bur Dumpep IN Our 
MARKET WHEN SURPLUSES APPEAR 


Last fall Mr. S. H. Williston, chairman of the strategic minerals committee of 
the American Mining Congress, made a statement pertinent to the current cam 
paign for a sliding scale stabilization import tax on lead and zine. He said: 
“The experience of the last year and a half has shown conclusively that when 
we want and urgently need metals abroad we do not get them and when we do 
not need them they come into the American markets to depress prices and close 
down domestic plants.” A study we completed recently bears out Mr. Williston’s 
contention. Let’s take a look first at the zine picture: 

On January 1, 1951, 6 months after the Korean war broke out, United States 
metal producers were holding the line on zine prices at 17% cents per pound. On 
January 25, the price was frozen at this figure by OPS. The foreign price was 
slightly ‘higher. While the domestic ceiling was held at 1744 cents until October 
2 and then advanced to 19% cents, foreign prices soared rapidly, reaching 30 
cents in August and 31144 cents in October. We could not secure enough zine 
for our requirements. We were able to buy for import only 391,021 tons in 
1951. Truly, when we want and urgently need metals abroad we do not get 
them. 

By the spring of 1952, supply had caught up with demand in the zine picture. 
Foreign governments and producers, caught with heavy stockpiles and inven- 
tories of high-priced zinc, began to unload in exchange for United States dollars 
Prices in both domestic and foreign markets dropped to 17%4 cents from: the 
domestic ceiling of 191%4 cents by June 1, 1952, and continued to decline to the 
present 11 cents per pound. Imports of foreign metal exceeded 60,000 tons in 
July 1952 and totaled 565,162 tons for the year—11%4 times 1951 imports. When 
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we do not need the metals, they come into the American market to depress prices 
and close down domestic plants. 

The lead picture closely paralleled zinc, except that there was less spread 
between domestic and foreign prices. The foreign producer was able again to 
profit at our expense by selling large quantities of lead at 22 cents per pound 
when our domestic ceiling was 17 cents. We were unable to secure the metal 
we needed, obtaining only 248,864 tons by imports in 1951. Toward the end of 
the year, supply caught up with remand and in 1952 foreign governments and 
producers began a frenzied unloading, prices plummeted, and imports of lead 
skyrocketed to more than 73,000 tons in May 1952. ‘Total imports in 1952 were 
615,481 tons. 

Already copper producers in the United States can see the handwriting on the 
wall. The E. & M. J. Markets weekly publication dated March 26, contains the 
following statement: “Fabricators have ‘tickets’ for 135,000 tons of April metal 
(foreign and domestic), but it is still too early to determine whether this large 
quantity will be absorbed under prevailing pricing ararngements. Sentiment in 
numerous instances has turned bearish on forward metal. * * * The fact that 
Rhodesian and Katanga copper is now being offered in the United States market 
has made a profound impression on the Chilean authorities, and unofficially they 
are far from confident over their ability to obtain 354% cents per pound, Chilean 
ports.” How familiar this sounds. Just like the comments on lead and zine 
a year ago. 

We hope these data will be helpful to you in supporting legislation to establish 
a sliding scale stabilization import tax on lead and zinc. 


CONDITIONS ForcING CLOSING OF DOMESTIC MINES AND DANGER OF RESULTING 
DEPENDENCY ON FOREIGN SOURCES 


The general assumption of people not familiar with mining is that metal pro- 
duction can be started or stopped more or less at will; that it is possible during 
unfavorable periods to shut down and save the metal for more profitable periods. 
To visit a mine in operation, see the openings supported by massive timbers, the 
water being pumped, the fan installations to keep proper ventilation, the super- 
visory organization, the manpowers, and the specialized equipment needed to 
sustain active operations would correct this erroneous impression. Even brief 
closure means high cost to maintaian equipment, replace failing timber, and 
keep the mine pumped out. Long closure makes these activities prohibitive and 
the mine is abandoned. Then it floods and caves when timber fails. Supervisory 
and mining crews are disbanded, making resumption of mining costly and often- 
times prohibitive. 

Two operators in the Utah area report their temporary shutdown and mainte- 
nance costs. One, normally employing 400 men and producing 300 tons of lead 
and 350 tons of zinc per month, gives its cost as $20,000 per month. The other, 
normally employing 175 men and producing 500 tons of lead and 500 tons of zinc 
per month, reports its cost to be $30,000 per month, $15,000 of which is for power 
to pump water from the mine. 

The last 12 years have seen emergency demands for maximum metal produc- 
tion alternating with surplus production, encouraging dumping of foreign metals 
in our market and resulting in many temporary and some permanent mine clo- 
sures. Each such cycle has resulted in higher costs, lower profits, loss of both 
immediate and future potential production and the discouraging of further in- 
vestment in mining. 

The average price of lead and zine in the period from 1946 to the present 
(premium-price plan ended June 30, 1946) has been adequate to sustain domestic 
mining. In other words, the average price has been in line with costs of produc- 
tion in the domestic economy. However, the lew periods, caused by “dumping,” 
have been of such duration that many mines could not sustain the financial] 
losses related to operating in the red or to shutdown and maintenance. (See 
attached price chart.) The present price depression promises to be of long 
duration, for the simple reason that throughout this entire 12-year period for 
eign mining has rapidly expanded under prices favorable to them. Foreign pro- 
duction has been further stimulated by the generosity of our Government in ad- 
vancing Our money for development, and through having had practically free 
access to our market when surpluses existed. 

Free world productive capacity of zine at 17% cents per pound has been esti- 
mated at 2.5 million tons, whereas consumption in the same area from 1948 to 
1952 has ranged from 2 to 2.1 million tons. The excess productive capacity of free 
world zine over consumption, considering cheaper foreign costs, can and will 
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likely continue to flood our market unless import restrictions are provided. The 
foreign producer has a favorable cost margin of about 5 cents per pound. This 


situation could continue to the almost complete destruction of our lead-zine min- 
ing industry. With domestic competition eliminated we can be assured that 
prices will be elevated to whatever point demand and “our dependency” permit. 
Chile’s recent exaction of 12'4-per-pound premium for copper and earlier expe- 
riences with tin and rubber but illustrate that the domestic consumer of metals 
and other raw materials literally “pays through the nose’ when dependency 
permits the foreign producer to take that advantage. 

We maintain that through passage of the lead-zine import tax legislation, we 
will keep alive our domestic industry and keep metals available at prices lower 
in the long run than would result if our industry were seriously crippled. 









Paice Pew 
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LEAD-ZINC PRODUCTION AND IMPORTS 1930—1952—COMMENTS ON CONDITIONS 
AFFECTING DOMESTIC MINING 


Attached are tables of lead and zinc domestic production and imports from 
1930 to 1952. You will note that the charts are blocked into sections 1, 2, 3, 4. 
Brief comment on conditions affecting domestic mining and on international 
conditions during those periods is pertinent. 

Section 1—1930 to 1939—covers the depression and the return-to-normalcy 
years. Domestic production largely satisfied domestic demands, but due to tariff 
reduction and very low prices during most of the period many mines were forced 
to mine their higher grade ore and to limit development and exploration expendi 
tures. 

Section 2—1940 to 1945—World War II saw our country become overnight the 
“arsenal of democracy.” Ceiling prices were placed on lead and zine, and the 
premium-price plan served to give above-ceiling prices to the marginal producer 
Taxes on profits were greatly increased. Production, however, was materially 
increased from domestic mines—again at the great expense of development and 
exploration—due to lack of manpower and in many cases to lack of income suffi 
cient to finance such work. Imports increased tremendously. The Metals Re 
serve Corporation was set up to buy foreign materials to supplement our Own pro 
duction, and most such purchases were made at prices higher than the imposed 
domestic ceilings. Toward the end of this period, a combination of low domes- 
tic prices caused by inadequate protection against low-wage imports and the 
exhaustion of reserves minable at those prices served to diminish domestic pro 
duction. 

Section 3—1941 to 1949—expiration of the premium-price plan returned free 
marketing of metals. Pent-up consumer demand supported higher prices and 
high import tonnage levels. Foreign production, stimulated by high demand 
and high prices, continued to seek our market because of Europe’s inability to 
absorb it; also because of the attractiveness of the dollar market and our own 
need. Taxes on profits, however, remained high, labor and supply costs sky- 
rocketed, and the domestic mines were unable to convert higher prices into badly 
needed development and exploration. Purchasing power of the dollar dropped 
from 0.945 in 1945 to 0.645 in 1949 and costs went up accordingly. Near the end 
of this period, demand slackened materially. Most of the foreign producer coun- 
tries devalued their currencies, giving them an immediate margin of favor in our 
domestic market. (See chart attached.) Dumping of metals in our market be 
gan, and the price of lead fell from 21% cents in March 1949 to 101% cents per 
pound in March 1950. 

Section 4—1950 to 1952—dumping of foreign metal in our market; reaching 
542,000 tons of lead and 428,000 tons of zine in 1950—threatened disaster to 
domestic mining, but it was literally “saved by the bell” through the “emergency” 
created by the Korean Situation. I will not repeate the 1951-52 experience except 
to state that runaway foreign prices prevented our getting the needed metal again 
into our “arsenal of democracy.” 1952 saw a return to “dumping.” This dumping 
was intensified by the increased foreign production stimulated by high foreign 
prices and our own Government's “largess” in providing loans, grants, ete., to 
foreign mining on the assumption that the emergency and the shortage would 
be of long duration 

The domestic mining industry desperately needs import tax provisions designed 
to bring about metal prices in our domestic market realistically related to the 
cost of production in our domestic economy. We feel the present proposed legis- 
lation will take a long step toward this goal. 
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DEVALUATION OF FOREIGN CURRENCIES 


The following table shows the changes in currency values, brought about by 
devaluation, of countries that have shipped lead to the United States in recent 
months, based on information supplied by Federal Reserve and New York City 
banks: 


. . 4 ; Date of Percentage of 

Country Monetary unit devaluation | devaluation 
Australia Pound. . Sept. 19, 1949 30. 5 
Belgium oti Frane Sept. 21, 1949 12.3 
Bolivia. . sate Boliviano... Apr. 8, 1950 32 2 
Burma. -. Rupee Sept. 18, 1949 30. 
Canada Dollar __. Sept. 19,1949 9.1 
Chile _ ; _ Peso Jan. 26,1950 27.6 
France Sea Frane Sept. 20, 1949 { 199 i 
Italy Lira Sept. 19, 1949 0.4 
Mexico Peso July 26,1948 43.8 
Netherlands. . . Guilder. - Sept. 20, 1949 30. 2 
Peru peeins Sol Feb. 20,1947 56. 2 
Union of South Africa...............- pevaiten .-| Pound_... ; Sept. 18, 1949 30.5 
United Kingdom... on do Sept. 18, 1949 30. 5 
Yugoslavia nail Dinar (3) 71. ¢ 


! Based on free rate. 
2? Based on commercial rate, 
3 Unknown 


Source: Report of Emergency Lead Committee, May 10, 1950, 


Unirep States LEAD AND Zinc Imports, 1948—1952—Sources or Foreign Leap 
ZINC SHIPMENTS TO UNITED STATES—AVERAGE, Low, AND HIGH PRICES, 
DOMESTIC AND FOREIGN 


We believe you will find of great value the accompanying chart, showing lead 
and zine imports of the United States from various sources during the period 
from 1948 to 1952 inclusive. 

You will note that the tables emphasize the extreme difficulty of securing metal 
from foreign sources When it was most sorely needed for our defense program 
in 1951. The 1952 column spotlights the “dumping” of foreign metal on the 
American market just as soon as supply caught un with demand 

A glance at the price data given just below each table shows how foreign 
producers took advantage of our situation and charged exorbitant prices for 
their products during the scarcity. 

You can also get from a study of the chart a general picture of the sources from 
which our United States imports came and are now coming. 


Lead imports of the United States, 1948-52 
Country 1948 1949 1950 1951 1952 


Short tons| Short tons| Short tons Short tons| Short to 


Australia 28,421 | 34,047 23, 256 91, 642 








Bolivia 13, 381 15, 990 19, 10F 
Canada 117, 101 64, 401 116, 443 
Germany (West 8, 642 737 6, 052 
Mexico 100, 554 re 223, 611 39, 385 201. 350 
Peru 31, 508 49, 506 48, 000 48, 482 70, 371 
Spain 1, 653 | 441 5, 508 
Union of South Africa 10, 141 22,152 | 18,509 10, 663 22, 544 
United Kingdom 420 341 49 298 4, 21t 
Yugoslavia 2, 889 13, 437 43, 854 36, 311 54, 364 
French Morocco 2, 279 5, 34 
Other countries 55, 699 35, 430 12, 951 7, 062 18, 539 
lotal lead imports 318, 238 384, 943 520, 586 248, 864 615. 481 

Cents Cents Cents Cents Cents 

Average price of lead, per pound 18. 043 15. 363 13. 206 17. 500 16.4 
Lowest domestic price of lead 15. 000 12. 000 10. 500 17. 000 14. 000 
Lowest foreign price of lead 14. 250 11. 500 9. 750 18, 500 12. 500 
Highest domestic price of lead 21. 500 21. 500 17. 000 19. 000 19. 000 
Highest foreign price of lead 20. 000 18. 000 18. 500 22. 500 20. 500 


Sources: E. & M. I, Metal Markets and the American Metal Market. 
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Zinc imports of the United States, 1948-52 
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1948 1949 195 51 152 
Short tons | Short tons Short tons |Shorttons Short 18 

Australia--- 570 5, 059 2, 367 2, 824 2, 364 
Bolivia 4,515 3, 52¢ 2, 218 7, 798 14, 446 
Belgium and Luxembourg 1, 145 1, 933 3, GE 612 6, 853 
Canada 133, 097 171, 024 186, 499 182, 113 219. 46 
Germany 1, 637 67 
Mexico 147, 871 157, 990 176, 520 143, 927 218, 118 
Peru 22, 475 14, 901 18, 152 9. 152 46. 00 
Spain ¥, 101 4,879 17, 738 4, 392 16, 646 
Union of South Africa 2, 035 6, 56€ 3, 795 2 655 4 916 
Other countries 36, 692 1, 925 15, 339 16, 976 29, 129 
Total zine imports : j 357, 501 367, 803 427, 881 390, 449 565. 020 

Cents Cents Cents Cents Cents 

Average price of zinc, per pound _- | 13.589 12. 144 13. 866 18. 000 16. 21 
Lowest domestic price of zine 10. 500 9. 000 9. 750 17. 500 12. 500 
Lowest foreign price of zine 10. 750 8. 500 ), 250 22. 000 11. 300 
Highest domestic price of zinc 17. 500 17. 500 17. 500 19. 500 19. 500 
Highest foreign price of zine 18. 000 18. 000 22. 000 31. 250 26. 000 


DomEsTIC LEAD-ZINC MINInG INDUSTRY—MARGINAL TO FoREIGN PRODUCTION 
DOMESTIC AND FOREIGN WAGES COMPARED 


Lead and zinc mining in the United States is at a disadvantage in relation to 
costs of production in foreign mines. Comparison of wages paid, productivity 
of workers, and, in many cases, taxes, favor the foreign producer. 

Wages per day in Mexico range from 85 cents in small independent mines to 
$4 in large operations (figures are in terms of United States dollars) Pro 
ductivity per man is equal to or not far below similar United States operations 
One operator having smelting plants in both countries states that productivity 


per man is practically equal. The Government of Mexico has production and 
export taxes on lead and zine. It recognizes the need of adjusting these taxes 
to metal prices, and has sliding-scale duties to accomplish this The Howe 
Sound Co. reports as follows on its Mexican operations: “The lowering of pro 


duction and export taxes, which are on a sliding scale based on the Mexican 
currency equivalent of New York prices of metals, has somewhat reduced the 
impact of the decline in lead and zine prices.” Both Mexico and Canada recog 
nize the need of limiting the tax burden on new mine operations and so provide 
in their tax legislation. 

But, to return to wages, Morocco, with large, relatively high-grade lead-zine 
ore bodies, pays $1.50 per day Productivity is close to ours, largely due to the 
fact that American “know-how” and mechanized equipment are imported. Pe 
pays $1.50 to $2 per day for mine labor. Guatemala also pays $1.50; and 1 
operator in that country, who also has operations in the United States, reports 
man-per-man equality of production. Germany is reported to be paying average 
wages of $1.35 per day for all industrial workers. We have no data on mine 
wages. Canada pays mine wages of from $12 to $14 per day, but she is favored 
with higher-grade ore, greater productivity, and a much more favorable tax 
climate. Average wages for all days’ pay employees in Utah’s metal mines 
for February 1953 was $15.92 per day, not including fringe benefits which average 
from $1 to $1.25 per day in terms of cost to employers. 

It has been estimated that foreign lead-zine can be produced at some 5 cents 
per pound less than domestic mining costs because of the low foreign-wage 
scales. For this reason, at 11 cents for zine and 13% cents for lead the market 
is profitable to the foreign producer, but unprofitable to most American producers 
If the market remains at that level for any protracted period, most of om 


domestic production will be discontinued. As the foreign producer can continue 
to sell profitably at those prices, no rise in price can be expected until many 
domestic producers have been forced out of business The foreign produce 


may then, and by past history can be expected to, raise prices to whatever level 
our increased dependency permits 

The need for stabilization import tax legislation is therefore directly related 
to the basic issue of survival of domestic lead-zinc mining and the prevention 
of dangerous dependency on foreign production 


84376—53—_—-4 
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UNITED STATES TARIFFS AND INTERNATIONAL TRADE BARRIERS 


Free trade logically assumes bilateral removal of tariff barriers, import and 
export restrictions, currency manipulations and government or private cartels. 
Even after removal of such devices international free trade, to be successful, 
must be conducted in an environment of freely convertible currency. For the 
United States to unilaterally remove its tariffs or to fail to provide proper pro- 
tection for vital raw material and manufacturing industries under present con- 
ditions of international trade would be but a shortcut to crippling of our domestic 
economy and suicidal invitation to disaster in war emergencies. 

Let’s look briefly at present conditions affecting international trade, to better 
understand the inconsistency of the pleas of “internatidnalists” for free trade and 
unilateral removal of trade restrictions by the United States. 

The United States Tariff Commission report for the period April 1949-—-June 
1950 states: 

“In most foreign countries embargoes, quotas, licensing, and exchange-control 
regulations have become more important than tariffs as a means of restricting 
imports. At present most foreign countries restrict both the quantities of goods 
to be imported and the sale of foreign exchange.” 

An editorial in the Wall Street Journal, January 27, 1953, states, regarding 
the post-World War II period: “Most governments built shelters around their 

currency controls, import and export controls, investment 
controls, and other devices which masked supply and demand and kept economics 
outdated.” 

A Mr. O. R. Strackbean of the National Labor-Management Council on Foreign 
Trade was quoted in the January 13 issue of the Wall Street Journal on this 
Inatter: 

‘Slowly the facts are beginning to emerge that the United States is now dis- 
inectly a low-tariff country and that our trade restrictions are much less onerous 
than those maintained by most of the countries that so readily protest our ‘high 
trade barriers.’ The overall result (of tariff reductions since 1934) is that today 
our tariffs are down 75 percent from their high point so far as actual protection 
effect goes.” 

brace recently reimposed import duties “to protect domestic producers of 
nonferrous metals” according to the American Metals Market, March 5, 1953, 
issue. This was done because “France is self-sufficient in lead and any further 
decline in prices would force shutdowns in some French mines” (and in French 
overseas territories). 

The United Kingdom and many other countries license imports and exports; 
South American countries. have freely used different exchange rates to favor 
or exclude varieties of imports; Mexico has export taxes on many of its products; 

nd devaluation of currency by many countries following World War II seriously 
disrupted world trade 

In spite of all these barriers so restrictively effective in international trade, 
we are urged by those same countries to lay our economy completely open to their 
exploitation. The United Nations goes even further; it implies a threat to the 
United States when in discussing international trade in a pamphlet titled “Meas- 
ures for International Economie Stability” its “economic experts” state: 

“That country (United States) might well take a liberal view as a means of 
reducing the need for other countries to take new discriminatory measures against 
its exports.” 

‘he domestic mining industry of the United States simply asks for protection 
against dumping of foreign metals in excess of our needs through enactment of 
legislation now presented and designed to stabilize metal prices at a level con 
sistent with production costs in our domestic economy. It is in the interest of 
our domestic economy and security to do so. 
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ESTIMATED LEAD-ZINC PRODUCTION IN THE 11 WESTERN STATES IN 1953 


The 11 Western States normally produce approximately 60 percent of the lead 
and the zine mined in the United States—a great contribution to our Nation's 
industry and of vital importance to the economy of the producing area. 

Following scare buying of metals in the “free world” in 1951, supply balanced, 
then exceeded demand. Dollar value and lack of effective import duties attracted 
surplus lead-zine to our market, early in 1952, resulting in a gradual price decline 
up to October, when dumping of British lead and the threat of dumping zinc 
forced prices down to 131% cents per pound of lead and 12% cents per pound of 
zinc. <A fall of 5% cents and 7 cents per pound respectively. 

A study has been made for the purpose of estimating lead and zine productiot 
in 1953, in the 11 Western States, on the assumption of lead and zine prices 
continuing at 1314 cents and 121% cents per pound for the year. 

The results, showing very material decreases over 1951 and 1952, in lead and 
zine and in gold and silver normally produced with these metals are shown 
below (gold and silver production from lead and zinc ore) : 


1951 produc- 1952 esti- 7 - —s 

tion mated pro- nated pr 

duction duction 
Lead in tons . 231, 161 227, 200 152, 900 
Zinc in tons 27 or aes I87, 695 380, G00 248, 800 
Gold in ounces... ea g bee ee : 214, 426 210, 146 133, 610 
Se aaa . P babii 18, 111, 731 17, 749, 475 11, 654, 000 


| | 


At average metal prices for 1951-52, and the assumed 13% cents for lead and 
12% cents for zine for 1953, the above metals would represent new wealth for 
the 11 Western States in the following amounts: (The cost of metal refining done 
outside the 11 Western States as well as freight charges to marketing points was 
deducted from average metal prices to determine such value.) 

I tn tiintteighine:nndipatnnth Danlnicaacetls deed tales eel el a Se $244, 187, 298 
I Svicinhesiideit itil Ni ta at ole MEE a ta Ea 201, 747, 538 


SE cinitinssegecousde beh aecvebtlibdginehgintd tnd: Utama mantitamntta ise ei 105, 450, 000 


The price of lead has risen to 14% cents per pound as of December 31, which 
increase if carried through 1953 would aid $3,822,500 to the above estimated 1953 
value, 

The estimated drop of one-third in metal production in 1953, marketed at 
present prices, would mean less than half the 1951 value. 

Lead and zine mining like any other business can be carried on only under 
protitable conditions. The price drops forced many small mines to close, others, 
large and small, to restrict production to their available higher grade ore. 

Direct employment, wholesale and retail trade, personal professional services, 
taxes to local, State and Federal governments in the 11 Western States will all 
suffer losses along with the mines. 
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Utah's share of this loss of new wealth is estimated at $13,800,000 for 1953 as 
compared to 1951. 

It is historic that in times of scarcity, attendant with war or war threat emer 
vencies, metals are scarce in the United States, Government has in those periods 
urged greatest possible domestic metal production, meanwhile imposing price 
ceilings on newly produced metals and allocation of the available supply on metal 
fabricators and users. Foreign prices at the same time, uncontrolled, rise above 
our ceiling prices and we purchase whatever foreign supplies we can get at those 
higher prices. In times between such emergencies when there are surpluses of 
metal, Government forgets the previous serious scarcity, forgets the all-out 
effort of our domestic producers, and favors throwing the doors wide open to the 
foreign producer. He, favored by lower cost operations, by comparative value 
of the “dollar” and by the fact that import duties are unrealistically low in rela- 
tion to comparative costs, dumps his surplus metal on our market with results 
illustrated by the above production and value figures. 

Each such cycle further discourages domestic production, or development for 
future production. If not corrected this condition can continue to the point where 
our dependency for metals can be so great as to leave us largely dependent on 
foreign metal production. We can then assuredly expect to pay prices higher 
than those necessary to maintain a healthy domestic industry, but more seriously, 
we can reasonably doubt availability of those metals to us in an emergency or in 
war. 

We have had excellent but painful examples of extortionate prices for foreign 
rubber, tin, and copper in the last few years, when our domestic dependency per- 
mitted that advantage to be taken, 





STATEMENT BY Mines P. Romney, MANAGER, UTAH MINING ASSOCIATION 


The lead-zinc mining industry is in a desperate plight. Its productive capac- 
ity and its ability to survive has so long been taken for granted that it is diffi 
cult to impress upon the people of our country the critical status of its present 
condition and the nature of the stake they have in its continuation as a healthy, 
prosperous industry. 

Depressions, emergencies, taxes, tariff policies, and international trade phil- 
osophies and conditions have all taken their toll and left their mark, until today 
it is rather commonly assumed that our metal resources are nearly exhansted ; 
that we should conserve what we have left by keeping it in the ground, and 
that we should largely substitute imported metals for our domestic production. 

The industry needs immediate relief to prvent unrestricted dumping of foreign 
metals in our markets; 

Tax relief to permit an inflow of capital into the prospecting level of the 
business ; 

And the continuation of an administration sympathetic to the principle of 
free enterprise. 

Mining is a high risk business. There are risk factors involved which are 
not experienced by any other type of business—such as, farming, manufactur- 
ing, wholesaling and retailing. In each of these, conditions affecting cost of 
production, cost of plant, abundance of raw materials and markets for the 
product, are sufficiently definite to permit careful analysis of the opportunity 
for success before making the investment to set up the business. One other 
feature distinguishes their risk in comparison to that of mining. That is that 
their source material supplies or inventories are largely reproducible; whereas, 
the ore reserves of any mine are a shrinking asset—exhausted when the physical 
limits of the ore body are reached. 

Before it can be determined whether or not a profitable mining operation is 
possible, many thousands, or hundreds of thousands, or in some cases millions 
of dollars, must be spent to explore the suggested or suspected ore deposit. Only 
after this risk investment stage can a mining company reasonbly estimate the 
value and extent of its source of supply, its production costs, plant costs, etc. 

Mining of copper, lead, and znic is one of the most important industries of 
the West, not only as it is related to the economy of the West but as it relates 
to the production of raw materials for use in the Nation's economy. Its well- 
being is of vital importance to national security. 

The West in 1952 produced the following percentages of the total United 
States production of lead, zinc, copper, gold, and silver: 67.5 percent of the 
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lead ; 58 percent of the zinc; 96 percent of the copper; 99.9 percent of the gold; 
and 99 percent of the silver, 

Let us look at the mining industry in the West as related to the economy of 
the community and the Nation as a whole. 

First, its relation to the local economy. It provides jobs, pays taxéS and sup- 
ports service industries and professions. It is estimated that for each man 
employed in mining about 2.5 additional man-jobs are created in the commun- 
ity. As each man employed supports about 2.5 people, it readily follows that 
about six additional people are supported by the creation of one job in the min 
ing industry. The population in relation to jobs in any isolated mining com 
munity will serve to illustrate this fact. 

The direct and indirect employment, the tax support of Government, the re- 
lated industries and services, all suffer when mining is depressed or abandoned 

Second, a mining operation requires a very high capital investment, not only 
in the initial exploration risk stage but to develop and equip the mine for opera 
tion. It has been estimated that the capital investment per job created is from 
$20,000 to $30,000. This compares with an estimated $10,000 to $12,000 per job 
as average for manufacturing investment and considerably less for wholesaling 
and retailing. 

Mining, milling, and smelting and refining are all necessary steps in making 
lead-zine available for use by manufacturers of metal products. The smelters 
and refineries have been built by mining companies to process their own mine 
production and that of smaller companies. 

If present conditions force the closing of the major portion of the domestic 
lead-zine mines, then it is but logical to assume that the smelters and refineries 
will also be forced to close. Why emphasize so obvious a conclusion? I do so 
for the simple reason that with our smelters and refineries closed, we will be 
absolutely unable to obtain the metals needed for our domestic econom) Why? 
Because the foreign producing nations do not have the smelting and refining 
capacity to treat the additional ore that would be necessary to supply our needs, 
They have facilities to smelt and refine their production, namely that which goes 
to their normal European markets and that portion which normally comes to our 
market to fill needs over and above our domestic production. But they could not 
possibly fill those normal demands and the additional portion represented by our 
domestic production. 

Lead at 12 cents per pound and zine at 11 cents per pound today means that 
the foreign producer is finding those. prices profitable to him, otherwise he would 
not continue offering metal at such prices. He will hold such prices, or lower 
them further, until a sufficient portion of our domestic production has been 
destroyed to assure his being able to sell all the metal in our market that he has 
to offer. Once so assured by our permanent loss of productive capacity we can 
fully expect prices to rise to whatever point our dependency permits. 

We respectfully call to your attention the fact that unless the domestic 
lead-zine industry receives some immediate relief that it will be destroyed, with 
the regrettable loss of the employment, the taxes and the security at present 
related to it. 

I would like to briefly comment on a number of documents discussing various 
phases of this subject which I would like to present for the record of this 
hearing. 

These papers were prepared for the purpose of supporting the proposed sliding 
scale stabilization import tax legislation presented in H. R. 4294. 

The Utah Mining Association is opposed to subsidies and urges consideration 
of H. R. 4294 with the view that it would provide the means of permitting the 
continued importation of the metals we need to supplement domestic production 
and at the same time help to establish prices for metals in our domestic market 
whieh are reatistically related to. production costs in our economy. 





STATEMENT OF MILES P. ROMNEY AT THE LEAD INDUSTRIES ASSOCIATION MEETING, 
WHITE SULPHUR Sprinas, W. Va., Aprir 9, 1953 


The statement was made in response to three questions presented for discus- 
sion. The questions are quoted below. 

To what extent will the current combined metal price of 2414 cents per pound 
affect lead and zine production in your area? 

What, if any, reduction in United States mine-production tonnage of lead in 
1952 in your area was due solely to the drop in the price of pig lead? 
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Do you believe that a continuation of the present level of lead, that is to say 
13-14 cents, over 1953 will result in a serious drop in lead production in your 
area? If so, when in your opinion will a substantial curtailment in lead become 
apparent? 

Question 1.—The general but frank statement that continuation of 24% 
cents combined lead-zine price, for any extended period, would kill off the major 
portion of western lead-zine production is, I believe, agreed to by western mine 
operators. 

The Utah Mining. Association estimated in December 1952, that lead and zin 
production in 1953 in the 11 Western States, would be down to two-thirds of 
1952 production if the then 13'4-cents lead, 12%-cents zine prices continued 
through 1953. Looking at the picture now—at present prices—the drop in pro 
duction could be more than was then estimated. 

To date mines having a high proportion of zinc with low silver values have 
been hardest hit. A good example is New Mexico which has only one produc ing 
zine-lead operation running today—with a current production rate of less than 5 
percent of 1952. 

Reaction to date in terms of mines closing because of prices has been spotty 
and percentagewise in terms of lead production not too great A large number 
of smaller properties, however, have closed down, being the most sensitive to 
reduced prices, through having had low financial reserves and being marginal 
costwise before the price drops. 

Question 2.—Percentagewise, 1952 lead production decrease due to falling 
prices was very small and until some recent curtailments, the major operating 
mines have continued normal rate of production in the hope that some price 
adjustment would forestall closure. 

Question 3.—To mine ore reserves for profits less than needed to 

1. Pay operating costs. 

2. Recover invested capital. 

. Develop replacement reserves 

1. Finance exploration for new mines. 

5. Give some return to stockholders is similar to a merchant holding a bank 
ruptey sale in order to liquidate the stock and go out of business 

Few western lead-zinc mines are now operating at any profit and I think it 
safe to say that none are realizing the above outlined “needed” profits 

The operators are rapidly approaching the hour of decision as to how long 
they can continue to sustain losses and deplete ore reserves. That, however, 
is the individual operater’s problem and one which I would not presume to try 
and answer for him. However, they have gone on now for 5 or 6 months weigh 
ing losses against the dreaded conditions of shutdown, i. e., high mine mainte 
nance costs, loss of working crews and staff men, and probably loss of ore 
reserves through failing timber, caving ground, ete. Many have resorted to 
“high grading” to postpone the decision 

The price depression promises to be of long duration considering the abundance 
of “free world” lead and zine reserves and the ability and willingness of foreign 
lead and zine producers to undersell our market. It could be terminated through 
passage of the present proposed sliding scale stabilization import tax legisla- 
tion or through the shortsighted alternative of permitting the wrecking of a 
sufficient portion of our domestic production to allow foreign producers to raise 
prices as “dependency” upon them permits. 

One point before I close. The average price for lead—1946 to 1952 inclusive, 
was 15.48 cents, a price sufficient to sustain domestic mining. The price range 
however, over this period was 6.5 to 21.5 cents. Price was well below the above 
average from March 1949 to September 1950, and dropped below the average 
again in. September 1952. 

Very few mines, particularly the-small.ones from which the large ones grow, 
can continue to operate through an extended no profit period. Each cycle of 
depressed prices takes its toll in reduction of actual and potential lead-zine 
production; in discouraging development, exploration and plant investment 
Each one draws the noose a little tighter around the neck of domestic mining 

The buyer of metals, has over the years, paid an average price adequate 
to keep the industry alive, but the feast or famine marketing process along the 
way has occasioned many casualties. All that western lead-zine mining asks 
are means to stabilize prices at near the average levels which buyers in the 
past 6 years have indicated a willingness to pay. We in the Western States 
ean then continue to produce some 60 percent of the Nation’s lead and zine “new 
mine” production. 
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The Cuarrman. Mr. Multer? 

Mr. Mutter. Mr. Chairman, I think that the people assembled 
here ought to know that by your direction there has been prepared 
for the use of the committee in connection with these hearings the 
statistics on the production of lead and zine and the importation of 
lead and zinc. If we tell that to them now, you may at the appro- 
priate time make those statistics a part of this record. It will save 
some of these gentlemen the necessity of taking up time giving those 
figures. 

I don’t want anybody to withhold working them into their state- 
ment so far as they think is necessary. But our chairman has had all 
of that statistical data prepared for us. 

The Cuareman. If you will permit me, I will explain this. 

I think you can all see. As you can see at the lower part is the 
production of lead, from the last 5 years. That is from 1948 to 1952 
In the center is the importation of lead. The higher line represents 
the price of lead. It is very interesting because you will find that 
where price was down still you were importing lead and you will find 
at this particular place the price started up and all of a sudden you 
get a terrific importation of lead. That is exactly what is shown 
more recently. 

The price is up, and then it started to lower. Then the foreign pro- 
ducers, being afraid, started to dump the lead on the market. This lat- 
ter point is 1952 and then it is going into 1953. With your consent, 
Mr. Multer, we will see that that is put into our hearing record. 

Now we will move along because we want to get as much done as 
possible before lunch. 

Mr. Parman. We have heard from Colorado, New Mexico, and 
Utah. 

The Cuarrman, Now we are going to hear from Arizona. That is 
the way it is on the list here. It is Mr. Ralph R. Langley. He does 
not say whether he is a miner or an operator. Is Mr. Langley here? 


STATEMENT OF RALPH R. LANGLEY, MOJAVE COUNTY, ARIZ. 


Mr. Lanatey. I didn’t expect to be called here at all, Mr. Chairman. 

The CHarrman. Your name is on the list. 

Mr. Lanetey. I don’t represent any organization in Arizona. I 
might tell you a little about our own country. 

The Cuatrrman. What is your business? 

Mr. Laneuery. I operate a mine in Mojave County, Ariz. 

The Caarrman. What kind of a mine? 

Mr. Laneuey. Lead-zinc. 

The CHarrman. How many men do you have employed? 

Mr. Lanauey. Normally about 15. Right now I have three. 

The CHarrman. You fit the definition of a small business, or small 
miner. Tell us what you wish, and we will ask you some questions 
later. 

Mr. Lanetey. What I would have to say mostly would apply to 
the defense minerals, exploration, and administration. I think I 
had better complete a statement that I had partially shaped up on 
that and file it with the committee at your convenience. 

Aside from that, all I want to say is that in our county, Mojave 
County, the normal employment in mining there would be about 200 
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miners. My estimate today is that there are not more than 20 em 
ployed. ‘That is due to the fact that the operators and producers can- 
not operate on 11-cent zine and 12-cent lead. 

We will see you in Phoenix, if possible. 

The Carman. Let’s see if there are any questions. 

Mr. McCut.ocu. No questions. 

Mr. Parman. No quest ions. 

Mr. Mutter. No questions. 

The CHarrman. A little matter came up with respect to someone 
having to leave this afternoon, so we decided to try and hear them 
early in the afternoon. If there are any of you who cannot stay over 
until tomorrow, let us know after lunch and we will try to help you. 

Mr. Bloss of Del Norte. We will put you on now, and then you 
will have plenty of time to catch the plane. 


STATEMENT OF RICHARD L. BLOSS, JR., DEL NORTE, COLO. 


Mr. Bross. My business is a profession. I practice law. I repre- 
sent, Mr. Chairman, a small concern which is trying to get into opera 
tion a mine that pertains to columtbium and tantalum. I think it 
would fit the general category though it does not specifically pertain 
to the field of lead and zinc that has been discussed here this morning. 

So that the committee may know what we are talking about, colum- 
bium is a metal that is used in alloys for turbine and jet engine parts. 
The 1950 Minerals Yearbook published by the Bureau of Mines quotes 
military requirements for columbium in the swiftly expanding jet 
engine program so far transcends any known or hoped for supply 
that drastic measures had to be taken for allocation, conservation, and 
substitution. 

You may have noticed in some recent newspaper or magazine adver- 
tisements that these large airplane engine factories that are producing 
jet engines now are attempting to without using any columbium at 
all. Tantalum, which is a metal that is associated in the production 
of columbium is a corrosion resistant metal and is used in pumps, 
nozzles, synthetic fibers, medical equipment, plates that are used 
surgery and braces, and so on that find their way into our bodies as 
part of our bodies. 

It is used in radar equipment and that sort of thing. 

In an order that was entered by the Defense Materials Exploration 
Administration dated early in March 1952, the Government found 
it necessary to encourage the exploration, development, and mining 
of these and other critical and strategic metals and minerals. In 
process of bringing to light the serious condition and shortage of these 
minerals, they had a program that was put into effect providing for 
incentives to produce and to explore for columbium and tantalum. 
So that this committee may know the type of shortage that exists— 
and we are talking in pounds now rather than tons because of the type 
of metal it is—the Government is seeking to stockpile 15 million 
pounds of concentrates of these 2 types of metal. 

During the years from 1946 to 1950 the average annual require- 
ments, as measured by imports, was 1,700,000 pounds. In 1946, 214 
million pounds of concentrates were imported, as compared with 1.7 
million pounds in 1950. 
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All of these imports came from five sovereign nations. ‘These sta 
tistics disclose a decrease in supply, while the demand for them was 
increasing. 

During the same period of time, 1946 to 1950, 100 pounds of con- 
centrates for columbium were produced within our own country, 100 
pounds as compared with 2 million pounds that are needed, or 21% 
million that are needed, 

During these same years the average import of tantalum was 230,- 
000 pounds, and we produce within our own country 1 percent of that 
amount. By commonsense reasoning, therefore, we can plainly see 
that the negligible production of ores within the boundaries of our 
United States presents a fantastically serious problem for positive 
action in order to safeguard, protect, and perpetuate your family and 
mine. 

With these metals being used in jet engine equipment, surgical in- 
struments, radar equipment, vital electric devices, and other necessary 
things, the efforts of people engaged in these particular mining activi 
ties, whether they be large corporations or small and independent 
operators, presents a high challenge. From the 1948 handbook it 
says that for the first time since 1942, that was the time when we were 
getting into the World War II effort with all seriousness, in 1948 the 
columbium imports fell below 2 million pounds and this despite the 
fact that the demand for columbium remained at a near-record level. 

In 1948, you will recollect, this third possible conflict was just 
cooking along. Diversion of the part of total supply to conswming 
countries other than the United States is not a significant factor in 
explaining this decline. Instead it is believed that accumulated col- 
umbite-tantalite-rich dumps which had been worked in Nigeria during 
the war years, to supplement output from temporary tin production, 
was becoming depleted. The 1950 handbook says that despite unlim- 
ited consumer demand and alltime high prices, official sources indi- 
cated an unpromising long-term outlook because of dwindling tin 
reserves. 

Nigeria furnishes about 80 percent of the supply of columbium 
and tantalum that is ised in the world today. In northern New Mex- 
ico in particular there are ore bodies, generally placer bodies in nature, 
which would mean this mineral is not found in place but is found to 
have been deposited by being moved by the elements from one place 
to another and finally in a deposit. The trouble that exists is that 
despite the fact of the requirements of our Nation in these modern 
times for the type of high-temperature metals and high-corrosion 
resistant and radar type of metals, it still does not provide an incentive 
that will reach out and compel production of these minerals within 
the boundaries of our own country. 

For example, there is a body of this placer ore down in New*Mexico 
which has been explored in a way that would indicate that there might 
be enough of this mineral available to supply the requirements and 
needs of our Nation for 8 to 4 months, and yet the operation is so 
small in comparison with the types of mining operations that other 
people in this room are normally familiar with, even though they 
are all classified as small businesses, that it is prac tically impossible to 
cet any kind of normal cooperative assistance in this type of endeavor. 
It might well be that while such small deposits of vital minerals seem 
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insignificant, that nevertheless if they are known and stand available, 
they might prove to be the ace in the hole that would be an evidence 
of strength that any of our opponents, as far as aggressor nations are 
concerned, would have to take and calculate. 

I think that the point that should be considered or points to be 
driven home here are these: 

There should be some authority on a very low level that would 
properly permit a fluid examination of properties by governmental 
agents who, without undue delay and extreniely tiresome dilatory prac 
tices, could examine and professionally evaluate these types of dle- - 
posits, and then assist in the setting up of miniature operations that 
would provide a substantial supply, relatively speaking, of these 
rate earth minerals. These marginal productions where the supply 
of minerals of this sort are negligible within the boundaries of our 
own country, and for all practical purposes must be furnished by 100- 
percent importations from other sovereign nations should call for 
some simple and fluid system of reaching out and nailing down the 
fact of their existence. In so doing, of course keep the thing fair 
from the producer standpoint as well as from the purchaser 
standpoint. 

We are talking about things that are, when compared with other 
mining operations, very trivial, you might say, and yet, as somebody 
said before, the man with the best poker chips or the most poker chips 
is always in the best position to suggest that we quit the game. 

Columbium, tantalum, and some of these rare earth minerals, are 
some of our national poker chips. 

The CHamman. Thank you very much. 

I don’t know about the rest of them, but you get us all into deep 
water because this is not a part of our hearing. I noticed here in this 
very special document it does not even list Colorado as having any of 
that columbium or tantalum at all. It does list Arkansas and does 
say several places that you could be expected to find it. 

What do you expect us to do about it? This is a highly specialized 
piece of metal. 

Mr. Bross. Well, may I illustrate from personal knowledge what 
has happened in our particular problem. We have contacted the pro 
curement agencies, and of course have found out that the demand 
is great, that the demand far exceeds the supply. And yet when the 
time comes to obtain some grassroots assistance in trying to evaluate 
and recognize the worth of a deposit of this sort, the size of the opera- 
tion and the worth of the deposit itself, measured in dollars and cents, 
is fairly infinitesimal, compared with some of the main mining prob- 
lems that exist. What I think might be one possible solution, and this 
we tried to do without success, is to persuade representatives of pro 
curement agencies and so on to make on-the-spot examinations and 
determine from that what properties might or might not be of value 
and then assist in some sort of a limited production scheme that would 
put into circulation these vitally needed minerals. 

We get just about as far as a promise to go through with that sort 
of thing, and then it stops. 

Now, where the breakdown is, as far as this kind of procurement 
is, I don’t know. 
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The Cuarrman. I notice this report says that the Bureau of Mines 
and Geological Survey have both been working on the very thing you 
are talking about. You would get much better results, I would sup- 
pose, if you would appeal to that branch of the Government rather 
than the procurement, they would be in about the same position as 
this committee. This would be work for the Bureau of Mines. I 
notice it says, in the very windup, a very interesting statement, that 
you might recover this very metal you are talking about from tin 
slag. 

Well, that just gives you an idea of what is going on. I would sug- 
gest by all means if it is worth anything, that you take it up with 
Bureau of Mines. I would not want to say anything political, but I 
think they changed the Bureau of Mines Administrator not long ago. 
Am I right? 

Mr. Parman. If they have not, they will. 

The Cuarrman. I am not sure that they have, but I think they will. 
So it might be worthwhile fer you to contact him and give him your 
problem. 

Mr. Buoss. This problem was not presented here with the idea, 
necessarily, of seeking some help in a particular situation, but to 
present to this committee the fact that there does exist in this par- 
ticular type of endeavor together with others of a similar sort, a prob- 
lem that reaches right to the root of our national welfare. 

The Cuamman. This gives 3 or 4 paragraphs on this rare earth 
business. 

Mr. Motrer. Mr. Chairman, I think you ought to tell the gentleman 
and the others assembled that Congress has already placed upon the 
statute books the laws under which such exploration and development 

can be carried on with Government assistance. So the Chairman is ab- 
solutely right, that rather than to tell us about it, you ought to pur- 
sue the administrative authorities and try to get the help. If you 
do no get it there, we would be glad to know why you are not getting 
it, and then to look into it. We have already given them the law under 
which they can operate and help you and people similarly situated. 

Mr. Bross. Without arguing the thing, we have attempted to seek 
that type of help but without any perceptible assistance. 

The Cuarman. I would say by all means get in touch with the 
Bureau of Mines again and also the Geological Survey and find out 
what the last word is on this. It is something we, of course, had no 
idea of discussing here today. 

Mr. Mutrer. One other suggestion to you, and that is after you 
have exhausted the administrative remedies, if they are not being 
helpful, I think a letter to the chairman of this committee might 
bring you some assistance. 

The Cuamman. If we can help you in making your appointment 
or sending in material to his department, either one of the offices 
I mentioned, the Bureau of Mines or Geological Survey, we will be 
glad to help you. 

Mr. Bross. Thank you. 

The Cuatrman. I think we have time for one other witness. 

Mr. Watrous, of Idaho Springs, Colo., is our next witness. Is he 
here ¢ 

Mr. Watrous, if you will tell us your position. 
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STATEMENT OF D. V. WATROUS, IDAHO SPRINGS, COLO. 


Mr. Warrous. I am a mining and metallurgical engineer of Clear 
Creek County. Itisa mining ¢ ommunity about 40 miles from Denver. 

The Cuamman. And Idaho S Springs is your address ? 

Mr. Warrous. Yes, sir. 

There are over 600 lead-zine mines in this district. Last year there 
were 30 mines operating in the area. At the present time there is only 
one mine producing ore, and hie mine is pulling stopes and is expected 
to shut down at any time. 

These mines were started when lead and zinc were selling at prices 
at which the operations could be successful. When the prices fell 
the mines were forced to close. 

One of the mines that closed had been operating since 1945. In 
order to open this mine the operator dewatered, retimbered, and 
habilitated thousands of feet of shafts, drifts, and raises. It took 
3 years to reopen this mine. An ore body was found and profitable 
operations were carried on. Shortly thereafter lead-zinc prices fell, 
and the operators had to invest more money to make up losses. This 
cycle continued until the spring of last’ year, when the price of metal 
fell to such an extent that the mine was forced to close. The net 

result of this one operation is the loss of over one-half million dollars 
of private capital. The mine is now flooded with water and the work- 
ings are caving. It is doubtful if this mine could be reopened under 
any conditions. 

Closing these mines not only hurts the mining industry, it hurts 
the investors who, in all probability, will not invest in mining again. 
Labor is certainly hurt, as new trades and new jobs must be found. 
Truckers are hurt as they are forced to lay men off, and to sell equip- 
ment purchased for ore hauling. The merchants start losing money 
and many stores close; others raise their prices to stay in business. 
All of these things are happening now. The Government loses a great 
deal in taxes, plus paying unemployment compensation to the miners 
between jobs. Also the country loses a lot of metal which in many 
cases can never be recovered. One of the more serious losses is the loss 
of trained men who in most cases will not return to mining. 

All of this could be remedied with a fair, stable price for base metals. 
We can see no need for additional processing plants and ore-buying 
depots until we get fair, stable prices for our metals, as very few will 
invest in mining until this is achieved. 

During a few months of 1952 the price of lead and zine fell 33 per- 
cent, which means over a 60 percent drop in our net returns. We are 
told that this enormous drop was brought about in this way: 

We give England millions of dollars in order to help her economy. 
We give other foreign countries money to develop their mines through 
direct grants and long-term loans. England buys lead and zine for 
her stockpile until she has a huge supply on hand. Then suddenly 
England needs dollars, so she sells her lead-zine stoc kpile to us, which 
knocks the bottom out of prices. We really got this metal cheap. 
We paid to have it produced; we gave Engl: ind money to buy it, and 

then we bought it back from England. We only paid for it three 
times, 

At the present time zinc is quoted at 11 cents per pound. It costs 
us 8 cents a pound to market zinc, which leaves 3 cents a pound to pay 
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for the mining and milling cost of zinc ore. For example, if crude 
ore runs 10 percent zinc, you would have 200 pounds of zinc in a ton of 
ore. Milling will lose 20 pounds of this, so that a ton of this ore is 
worth $5.40 after it is mined and milled. It costs around $6 a ton 
to mill this ore and $10 a ton to mine it. In other words, we would lose 
money on this ore if it were already mined and all we had to do was 
mill it. 

Pure zine concentrates contain 66 percent zinc. A 50-percent con- 
centrate is considered a good grade, and a ton of this concentrate is 
now worth less than $30. 

We fail to see how even low-cost foreign producers can produce zine 
at this figure. Their mining costs are certainly cheaper but their 
milling costs are about the same as ours, and then they have to ship 
their products halfway around the world to a market. Lead is in a 
similar position. It is now quoted at 12 cents a pound, and it costs 
over 5 cents a pound to market it. 

It is our opinion that Government subsidies and fixed-price con- 
tracts are keeping many of these foreign mines working, and that 
foreign countries having two legal rates of exchange are keeping 
others operating. For example, Brazil is now encouraging exporters 
by allowing foreigners to come to their country and convert dollar 
to Brazilian money at the rate of 36 to 1, in order to buy Brazilian 
products, then reconvert when the products are sold to the United 
States and other countries at a rate of 18 to 1. Situations like this are 
hard to beat, even with a high tariff in this country. 

It has been suggested that this huge drop in the price of lead and 
zine has been perpetr: ated by the Communists in order to shut down 
Americans mines. This may or may not be true, but we do know 
that if a worldwide war were to start now, and if our imports were cut 
off, it would take many years before this country could again supply 
even its basic needs for lead and zine. It takes years to reopen or de- 
velop a mine, and with the small miner and prospector out of the pic- 
ture, new domestic sources of lead and zine will be few and far be- 
tween. Large mines started as small mines, and unless a stable pro- 
gram for lead and zinc is installed it won’t be very many years be- 
fore our present supply isexhausted. The base met: al miners are about 
through going broke trying to compete with our Government’s foreign 
programs. 

As we see the picture it amounts to this: Our lead-zine mines are 
being shut down by foreign mines that are kept operating by sub 
sidies and exchange rates, and by foreign governments in need of 
dollars dumping their metal in this country. It appears that one for 
eign government after another is entering the metal market. They 
dictate prices and are free to regulate their currencies, so that they 
can sell metal at a profit, no matter what the price is. 

Why can’t our Government act to prevent this? Why not let only 
our Government buy foreign metal at the lowest possible price and 
stockpile it? In buying this metal let our Government be independent 
(for once) and not buy unless they are getting a bargain. 

Also, place a floor of 16 cents to 18 cents a pound on both lead and 
zine produced domestically. We heartily endorse House bill nahn in- 
troduced by Congressman Richard M. Simpson, of Pennsylvania, as 
a means of accomplishing this. 
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The Government would be allowed to sell from its stockpiles only 
to make up real shortages, when prices advance above the base, and 
would be making a profit on all metal sold. Make it difficult for the 
Government to sell from its stockpile, and freeze 25 percent of its 
purchases into a permanent military stockpile. In this way fore sen 
governments would be prevented from dumping unless they sold : 

a large discount, and foreign-manipulated currency could be lic ‘ked, 
as far as the base metals go. Then we would have a stable mining in 
dustry in this country. 

The Governme nt woul | be ms aking money on all metal sold from its 
stockpile, and if our Government pegs the price of lead and zinc, based 
upon some commodity index, then the pegged price would not cost our 
Government anything, as the money it made on imports would make 
up the difference. Also, we would be a “have nation” and not a “have 
not nation.” 

The Cuairman. Thank you very much for a fine statement. 

Let me show you the diagram again that was worked out for me. 
if you can see. Here is the very thing that Mr. Watrous means. 
This lower part is our own mine production of zine for the 5 years. 
This darker line in the center indicates the importation. I don’t 
know what happened here, but for the first 6 or 7 months of 1952, 
what you were talking about, the single line is the price, the interest 
ing thing is the minute that zine reached this top figure in comes 
this foreign lead and down goes your price. 

You can see the price still going down. This is bringing you up 
to 1953. This was somethings er we had worked out when we figured 
on these meetings. 

I might say, and I think I should emphasize it, when we planned 
these meetings and set this date, we did not even know that they 
were going to introduce a bill to even take care of the situation that 
you see on that chart. Probably the man that worked that chart 
out never even heard of this bill, and I am sure he had not, because 
we had it in our hands before the bill was even mentioned. It seems 
as though these things vo together. 

Do you hs ave a question, William ? 

Mr. McCutiocn. No q ae Mr. Chairman. 

Mr. Mutter. Mr. Chairman, I do not want to start a political dis 
cussion, but what happens to thie business of getting the Gover 
ment out of free enterpris se if we are going to follow the suggestion 
made by this witness? I am in favor of the suggestion. I think 
itisa good one. 

Mr. Warrous. I am in favor of Government staying out of free 
enterprise, if they will stay out of it, stay out of it in the country 
and also out of it all over the world. 

The Carman. Let me ask you how this Government can stay 
out when most of the governments of the world are in? My erent 
friend from New York and I get along well, but here is a point: I 
remember as a small chap, when they were talking about imports 
and exports. Do you know what was going on in the world? We 
were dealing with foreign companies, and you had your relations 
with foreion business groups J iL ist. the Same as you h: id your } 


business 
relations with your various types of businesses in your nearby co inty. 


I 


Today very few countries offer any such opportunity, I am talking 
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about the business in these countries, who deal with us. So if we 
want to deal with a country today, 9 times out of 10 you are going 
to have to deal with the government and not with the individual 
business houses. 

That growth has caused trouble. 

Now if you will be back here by 2 o’clock sharp, we will recess. 
Anyone who has to leave and connot be here tomorrow, please con- 
tact Mr. Hinton at the end of the table. 

(Whereupon, at 12:35 p. m., the committee recessed, to reconvene 
at 2 p. m., the same day.) 


AFTERNOON SESSION 


The Cuarrman. The committee will come to order. 

It is nice to get you back again. We will begin right where we 
quit. 

I have a few witnesses that want to get away this afternoon, and I 
will try to get all of you in the afternoon. 

The next witness is Mr. Burleson, of Salida. 


STATEMENT OF W. E. BURLESON, ANTORO MINES, SALIDA, COLO. 


The Cuarrman. Give the reporter your full name, please. 

Mr. Burteson. Walter Burleson, from Salida. 

The Cuatrman. Mr. Burleson, will you proceed, please ? 

Mr. Burteson. Mr. Chairman, we, my uncle if I, are classified 
as small-mine operators. We have been actively engaged in mining 
since 1932. Our mining activities have been concentrated in Chaffee 
and Saguache Counties. 

From 1943 up to November 1, 1952, we have produced 24,126 tons of 
crude ore. This ore yielded 1, 196 tons of lead, 2.728 tons of zinc, and 
157 tons of copper in addition to the associated minerals, gold and 
silver. The total gross value of this ore was $810,590. I might say 
that while these figures are small, they are substantial to the com- 
munity. 

During the above-mentioned years we were the largest exploiters 
of lead and zine minerals in Chatfee and Saguache Counties. 

On November 1, 1952, we were forced to suspend all mine operations 
owing to the p Ttediaiay in market quotations for lead and zine. Since 
that date, these metals have continued to decline in value. We will 
not and cannot reopen our mines unless we receive at least a marginal 
profit for our product. ; 

What does a small operation similar to ours mean on an economic 
basis to our nearby towns such as Salida? The results reveal that 
from 50 to 60 percent of the gross value of the ore is spent within 
those towns. Even a portion of the balance eventually benefits those 
towns, too. I may add here that Salida and other cities are severely 
feeling the closing dow) 1 of the mines. , 

What effect does the clos ing of the mines have on employment ? 
os will give you this data as it exists s Salida. During November 1952 

7 percent of the total une mployment was miners. In December 1952 
it was 90 percent, or 55 miners. January showed 49 miners out of 
work. February and March statistics showed 106 and 74 a 
out of work, respectively. The overall unemployment figures would 
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be even greater than those « ited, since many miners oved or were 
forced to change their occupation. 
Records reveal that the production of lead and zine metals in Col 


rado decreased in 1952 from that of 1951. Also that holds true for 
Chaffee and Saguache Counties. If 1953 continues as it has com 


} 

i 
menced, it will definitely reveal that this year’s production of lead 
and zine will be one of the lowest. 


Statistics show that our importations of lead and zine have been 
increasing during the past several year Last year, 1952, we im 
ported better than LOO percent of lead and about 50 percent of zin 
comparison to the lead and zine imported during 1951. We, in the 


small mine operators classification, wonder 1f this } fair Lo all 


concerned. 

A most logical solution. fair to all concerned, would be the Ldop 
tion of the 7 point plan is re olved during the Colon ido Min hy \ oO 
ciation convention in Denver during February 1953. This ¢-point 
plan has been endorsed by most of our mining associations and recently 
endorsed by the Mountain States Association of Chamber of Commerce 
M inagers. 

We, in the mining industry, ask for a just treatment. There is an 
old saying that I would like to quote to summarize my thoughts: “Do 
unto others as you would have them do unto you.” 

[ am the president of the Salida Chamber of Commerce, and the 
chamber and directors are heartily in favor of the seven-point plan 
of a tax on imports. 

The Cuatrman. Thank you, Mr. Burleson. How long have you 
been operating in that area ¢ 

Mr. Burreson. Since about 1932, Mr. Chairman. 

The CuarrmMan. Do you have any questions / 

Mr. McCutiocn. No questions, Mr. Chairman. 

Mr. Parman. No questions. 

Mr. Muurer. No questions. 

The Cuatrrman, Thank you very much. We are glad to have your 
testimony. 

Mr. Parman. Just a minute. How much gold did you produce? 
You said you pr duced some gold. 

Mr. Burueson. Well, most of our own, Mr. Patman, will run from 
two-hundredths to four-hundredths, with our base metals. 

Mr. Parman. What is the production of gold in Colorado? Do 
you know ? 

Mr. Burieson. No, sir: I don’t. I don’t have those figures. 

The CHatRrMan. We have the book there and can give it to you. 

Is Mr. Travis here? 

Mr. Travis. Yes, sir. 

The CuarrMan. Would you take the witness chair and identify 
yourself for the reporter ? 


STATEMENT OF MAURICE E. TRAVIS, SECRETARY-TREASURER, 
INTERNATIONAL UNION OF MINE, MILL, AND SMELTER 
WORKERS 


Mr. Travis. My name is Maurice E. Travis. I am secretary and 
treasurer of the International Union of Mine, Mill, and Smelter 
Workers. 


84376—53—— 
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(Mr. Travis’ prepared statement follows :) 


STATEMENT BY MAURICE E, TRAVIS, SECRETARY-TREASURER, INTERNATIONAL UNION 
OF MINE, MILL, AND SMELTER WORKERS 


My name is Maurice E. Travis. I am secretary-treasurer of the International 
Union of Mine, Mill, and Smelter Workers, an organization which has represented 
non-ferrous-metal workers—including, of course, miners and smeltermen in the 
lead and zine industries—for 60 years. My home is in Denver, Colo. I have 
served this union for some 13 years. I was elected international secretary- 
treasurer in 1947, and then reelected in 1949 and 1951 for successive 2-year terms, 

It goes without saying that before we can solve the present crisis in lead and 
zinc, we must first understand how it came about. With your permission, I will 
try here briefly to present the analysis of the underlying causes as we see them in 
the Mine, Mill, and Smelter Workers Union. My fellow officer, Viee President 
Orville Larson, will then offer, in his testimony, the proposals which our union 
believes will overcome this crisis. 

Our union asked for the privilege of testifying before your committee because: 
(1) Our members are vitally concerned with the health and well-being of the 
lead and zine industries; (2) the present crisis in the industry has already 
caused serious harm to a large number of our members, their families, and the 
small-business men in the communities in which they live; (3) we are fearful 
that the ailments from which the lead and zine industries are now suffering 
may soon infect other metals, including copper; and (4) we believe that relief 
for the small operators in these industries will mean restoration of good healt! 
and stability for the entire industry, including full employment for our members 
who are now unemployed, only partially employed, or in imminent danger of 
being laid off. 

It is not necessary for me to tell this committee that the lead and zine indus 
tries are in a crisis. We believe that crisis is serious enough to be called a 
nutional emergency. 

I am sure the members of this committee are familiar with the history of the 
lead and zine industries. I am sure you know that it is a history of recurrent 
crises, marked on the one hand by periods of boom, full employment, and high 
profits, and on the other hand by periods of bust with widespread shutdowns and 
layé ffs 

But while crisis has been common in these industries, there are two features in 
the present situation which are very unusual, perhaps even unique. They 





First, the fact that these two metals, lead and zinc, are suffering from crisis 


at a moment when the rest of our economy, including the other nonferrous metals, 
are enjoying a boom. Copper, now being produced by United States mines, mills, 
and smelters at a rate never before achieved, is finding ready buyers at prices 
which are easily the highest in history. 

Second, the fact that United States-produced lead and zine are in serious 
difficulties at a moment when the domestic demand for and use of both metals 
has remained at just about the same very high levels reached in the months after 
the onset of the Korean war. 

There is, of course, an explanation for both of these seemingly uncommon facts 

But in order to get at that explanation, we must review at least briefly a few 
of the facts with which I’m sure this committee is familiar. 

The foremost fact of all is that a great many lead and zinc operations have 
either curtailed production or shut down altogether in the last 8 to 10 months 
This committee would n be holding a hearing here today if it were not for 
this tragic fact The exact number of mines and other lead-zine properties that 
have halted operations is not known, since the shutdowns and cutbacks have 
snowballed in recent months and weeks, and since they include hundreds of small 
producers—many employing fewer than 15 men. 

One feature about these shutdowns and cutbacks which stands out is that the 
small independent producers have been hit hardest 

The second feature, which is of great importance to our union, is that layoffs 
and short workweeks have already affected large numbers of workers and every 
sign points to a great many more workers being hit 

We have direct and current information on the situation in four areas—Grant 
County, N. Mex., where between 700 and S800 are now jobless: Utah, where 1,500 
are unemployed; the Coeur d’Alenes in Idaho, where about 500 have been laid 
off: Arizona, where between 3200 and 500 are unemployed; and Montana, where 
several hundred more are jobless. 
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But it certainly is not enough merely to describe the present situation in pro 
duction and employment, even if we were able to do that with complete accuracy 
What is important here is the outlook, and, as matters now stand, the outlook is 
gloomy indeed 

Not long ago, the western mining associations made a study showing that 
whereas lead production in 11 Western States amounted to: 200 tons in 
only 152,900 tons are estimated for 1953 production The same report 
that while zinc production in the same States came to 380,900 tons last year, the 
outlook is for only 248,800 tons this year. 

In other words, not only is the situation bad, it is getting worse with every 
day and week that passes 

As I mentioned a moment ago, this crisis exists for both lead and zine despite 
the fact that domestic demand has remained high for both metals. This 
mittee is undoubtedly aware that lead consumption in the United State: : 
amounted to 1,130,000 tons, which was only some 55,000 tons less than the 
1,185,000 tons consumed here in 1951 

The apparent demand for United States-produced zine in 1952 came to 918,7 
tons, only 1 percent less than the demand of 927,837 tons in 1951. Industrial con 
sumption alone, excluding Government purchases, was 9 percent less, 

Yet, lead prices have dropped 34 percent from the 1952 high of 19 cents, and 
zinc had dropped almost 44 percent from 19% cents in early 1952 to 11 cents now 
So, we have a crisis picture showing a continuing high domestic consumptik 
of lead and zine, accompanied by a boom in copper production and 
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contradicted by rapidly falling prices, production, and employment in the 
and zine industries 

The explanation of all this is simple, and I’m sure thi ommittee is 
aware of the key reason for the lead-zine “depression.” 

How it came about: The main immediate reason for the crisis is summed u 
in one word: imports. The small lead-zine operators, the thousands of unem 
ployed lead and zine miners and smeltermen, are 
trade picture that today is growing stead 
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the victims of an international 
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VWOLSE 

The countries of western Europe, which in recent years nsumed large quar 
tities of lead and zine produced in Mexico, Africa, and Australia, have turned ft 
arms production. The increasing emphasis on military spending in these E 
ropean nations has resulted already in a general economic decli 
bas meant a shrinkage in the market for metals 

Thus the metals which normally were flowing from Mexico, Australia, ¢ 
and Africa to England and the rest of Western Europe have been pouri! 
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g into the 
United States market in a mounting flood during the last & to 10 months r} 
country’s lead imports in 1952 jumped 147 percent from 1951, while zin 
pushed up 43% percent. 


These huge quantities of lead and zinc, dumped on the American market, ha‘ 


ry port 








created a great excess of supply over demand. They made falling prices on | 
lead and zine an absolute certainty And, as prices have fallen, more and 
of our domestic producers, especially the aller and m ope ) 
been forced to shut down or cut back 
I think it is important here that we examine the matter h ( 
ported metals are coming from. In the case of lead, the greatest share—two 
thirds—comes from Mexico, Australia, and Canad In t case oO tl 
lion’s share—more than three-quarters—is divided hetween Mexico and Canada 
But, to get at the real significance of these imports, we ist g p fi 
and ask who owns or controls the operations from which y con rhe : 
iS an eye opener to most of us. For both lead and zinc, we discover that cont 


of the most important metal operations abroad is in the hands of United States 


corporations. 


The major increases in lead and zine imports from Mexico, for example, cam 
as the result of decisions made by men who run the American Smelting & Refin 
ing Co. and the American Metal Corp. Th npor ire “foreign ily im the 
sense that they came from mines located in other intries. The contre and 
the profits—are in the hands of corporations which have t r headquarters it 


New York City. 

Likewise, there has been a significant increase in lead imports from the 
Union of South Africa, where the famous Tsumeb properties, controlled by the 
Newmont Mining Co. and American Metal, are located; and from French 
Morocco, where Newmont and St. Joseph lead, with United States taxpayers’ 


money, are developing one of the most promising ore bodies found in recent 
years. 











58 PROBLEMS IN THE METAL-MINING INDUSTRY 











rhe point is worth remembering: the imported ores, bullion, and refinery con 
centrates are not foreign owned They are foreign produced but they are United 
States owned controlled. And the United States control is in the hands 
of the very | corporations in the indust: the same corporations which 
have suffered least from our lead-zine “crisis” or which ure actually in a posi 


tion to protit from it 

I've already pointed out that the same factors which have caused the se 
rious slump in lead and zine are at work in the copper industry, and offer a 
pote tial threat of crisis there tor Copper mine ind re hnery produce ion in the 
United States are now at very high levels. Our industries are at the mome 
using all the copper they can get, just as industry a little over a year ago was 


using all the lead and zine it could 2g 





Copper imports are increasing alread) i there are many signs pointing to 
even greater increases on the horizon \ new flood of imports from Rhodesia, 
the Lelgian Congo, and the Union of South Africa, which will be arriving at our 
enstern ports before long, means that Europe econolny troubles are now be 


ginning to allect copper also 


Ecovomy Slumping in WV te! EHurope”’ was the head on a story in the New 
Yo! limes (March 6, 1952) which told of a re nt monumental sti dy of 
Huropeah postwar econo! development by the Un 1 States Heonomic Ce 
mission for Hurope. According to the New York Times, the study concluded that 

rhe position of Western Europe world economy has deteriorated marked i 
World War Il. Asa result, the goal of enabling this region to develop as part of 


a smoothly running free econoiny envisaged by the United States is farther away 
than ever. * * *” 

On exactly the same day, March 6, the American Metal Market quotes British 
Government representatives in Washington as reporting the United Kingdom was 


al to sell from 75.000 to 100.000 tons of Rhodesian blister copper 








negotiating a ¢ 
to custom smelters in the United States for conversion into refined copper and 
sale in the United States. Since then we have read of further shipments to be 
coming in from the Belgian Congo and from the Union of South Africa 

The heavy hand of United States monopoly in the non-ferrous-metals industry, 
both in this country and abroad, must be thoroughly understood if we are to find 
solutions to the present lead-zine crisis which will also serve to prevent similar 
crisis in copper. 

The truth is that a handful of giant corporations control this industry tightly 
Their control in this country was strengthened and extended during World 
War II 

Their control of world metals production has been extended tremendously to 
new foreign properties in recent years. And the vast majority of these invest 
ments in onferrous properties abroad has been made at the expense of the 
American taxpayer. Senator Harry C. Dworshak of Idaho reported (January 
1953) that the United States Government had handed out more than $245 million 
in aid to foreign mineral production since the Korean war began 

These funds in loans and grants to foreign mining operations were admin 
istered by Federal agencies and the Export-Import Bank. They went to Europe, 
Africa, South America, Canada, Australia, and Mexico. “In addition to these 
grants,” Dworshak said, “the Defense Materials Procurement Agency has utilized 
counterpart funds and other credits in excess of $100 million to stimulate foreign 
production.” 

What is significant about these grants is that most of them were handed t 
United States corporations which control the foreign operations. “Dworshak 
pointed out that American mining concerns were developing mining subsidiaries 
abroad to take advantage of low-cost labor and United States subsidies not given 
to domestic production,” the Albuquerque (N. Mex.) Journal reported 

What does this add up to? It means that our Government has been making 
huge handouts to United States corporations to be used in exploiting low-wags 
labor in Africa and elsewhere for production of metals which now flood om 
market and force our small operators to shut down and throw our workers out 
of jobs 

The monopolies in the industry have also been strenethened and extended bh 
another program of our Government. This was the stratecic metals stockpiling 
program, which served to give bonanza profits to the biggest corporations, to 
create artificial shortages and to boost prices of lead and zinc to very high levels 
which could not possibly be sustained. It was this stockpiling program that 
United States metal companies used at least as part of their excuse for grabbing 
up new foreign mining operations. 





























































PROBLEMS IN THE METAL-MINING INDUSTRY oY 


No wonder that we find Representative Wil! A. D: I har 





1 February 28 that many small United States lead a zinc p 
be drivel to the wal i the resu f w t he i ed ! h q 
referential treatment being given by our Gi ! gr 
Congressman Dawson raised with Dr. At wr Flemn g. Acting Ady 
of the Defense Production Ad! istration, t lest a contract bet 
Government and the Volean Mines C I o, Peru I 
will be bought at 17 cents a po 
is selling for 11 cents a pound 
In addition.” Dawson said, “the Per n mpan . eq a 
additional 24,000 pounds of zinc to domest nsul f ( it ) 
that can operate only to force wh the zine market w ‘ 
low that small mines throughout the coun I ) ‘ 
American miners out of worl 
‘This contract focuses the spotlight on the type of | where ] ha 
costing the taxpayers millions of dollars, throwing 1 
of work, and making the Nation increasingly dep ) { 
by putting our own great mining industry out of w l 
said 
But it is not only over the foreign metal operations that United § S ¢ 
porations have extended their control as a result of i! ‘ G 
ment in recent years Thev've tten handouts big on ¢ nsion 
control over domestic mining operations, too 
One outstanding example of this is the Vah Stone mi in Northport. W 
where the American Smelting & Refining Co. has be laranteed 15 ( 
a pound for 36,872,000 pounds of zine produced during the first 3 years of 
operation. 
The purchase of huge amounts of metal at a guaranteed ce is o7 one of 
the ways in which our Government has subsidized the } metal companies 


Millions of dollars in direct handouts for “exploration” or “production” have been 
extended by the Defense Materials Procurement Agency And these hands 


paid for by the taxpayer, have been made at the expense of the small operat 
former Congressman Baring, of Nevada, on April 19, 1952 expressed the 
sentiments of the smaller operators when he publicly exposed the DMPA for its 
failure to carry out its announced program of aid to small mine operators 
Baring correctly accused Jess Larson, then the DMPA director, of gross indiffer 
ence to the potential productive capacity of the small and marginal domesti« 


miner 
Again, Roscoe Fleming, the Denver Post columnist, noted that the | 
were going to the large producers and the sm: 
erumbs or nothing at all In a column 1951, Fl red: “Only 
the giants in each field are being so enc Examples: Anaconda Copper, 
S66 million: Kennecott, $35 million: Nevada-Massachusetts (tungste 
lion; Phelps-Dodge, $7614 million; Calumet & Hecla, $26 million: ¢ 
Co. (eobalt), S24) million: and ! 


ig sums 


operat s were getti: either 






urag 


n), $45 mil 





alera Mining 
d > on I some eases, the Government has 
granted tax amortizations, or is loaning money to build part of the facilities. * - 
Most of these companies apparently got some outright subsidy from the Gover 
ment Dr. Boyd calculated as to one group alone that the Go 
lose $84 million in disposing of the metals. This with hand! 
amount to $118 million.” 


ernment would 
ng costs would 


The huge sums granted to the giant corporations of the industry contrast 
sharply with the pitiful $8 million in loans to small producers made by the DMPA 
up to October 30, 1951. Unfortunately, we are unable to obt 
that date. 

We realize that in recent months it has become unfashionable to berate big 
business. But it’s impossible to ignore the facts. And the facts show that big 
pusiness dominates the nonferrous met: industry, including both the lead 
and zine sections of it And when we speak of big business in 
we mean the House of Morgan Let me explain briefly 
familiar to the members of our union 

Within the United States, M ran control over the 


in figures beyond 





this industry, 


some facts hic re 


lend and zine industries 
centers in smelter and refinerics, although they also control many important 
mines. Ownership of important smelters and refineries give the Morgan group 
a stranglehold over practically all the small independent mining companies. And 
developments in recent months have proven how disastrous this stranglehold ean 
be to the small lead and zine mine operator. 
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American Smelting & Refining Co. is the top smelting and refining outfit in the 
Morgan empire. In 1951 it produced 79% percent of all pig lead in the United 
States. Four Morgan affiliates, American Metal, A. 8S. & R., Anaconda, and St. 
Joseph Lead produced over 55 percent of all slab zine in the United States. 
Anaconda alone accounted for 22 percent of total United States slab-zine output. 

Other lead-zine producers, such as New Jersey Zinc, National Lead, U.S. 8. R. 
& M., and Sullivan Mining have connections, either through common directors 
or banking ties, with the major Morgan affiliates. 

Outside the United States, Morgan-controlled companies play an even more 
significant part in world production of lead and zine. They are dominant in 
these industries in Canada, Mexico, Argentina, and Peru. They have sub- 
stantial holdings in Australia, and within recent years have taken over a tight 
hold on important new lead and gine mnes in French Morocco, Tunisia, and 
southwest Africa. 

Thus we see a total situation in which the small lead and zine operator is 
particularly defenseless. He—and the thousands of workers thrown out of 
jobs—suffer most of all. Here is how it works: 

The monopoly smelters can still make good profits on foreign production, 
which is now killing off competition. American Smelting & Refining Co., for 
example, can still get plenty of cheap ore from Mexico. If it chooses, it can 
even shut down its operations here in the United States and make very large 
profits indeed on its foreign production. 

Control of the smelters by monopoly means that the small operators bear 
the brunt of the crisis. Revardiess of the price of metals, a smelter can always 
make some profit on treatment charges, penalties levied, and so on. But the 
small operator is completely at the mercy of the market. When prices fall below 
his cost of production, he has no choice, he must sell at whatever price he can 
get. He may stop production, but because he has no staying power, he must 
sell whatever ores he has on hand. 

But companies like Anaconda and A. 8S. & R. can hold metals off the market 
as long as need be until prices rise. 

Because they control large supplies, the monopoly smelters can manipulate 
prices to kill off competition from small operators. 

And finally, the monopoly smelters in most cases have control of their own 
fabricating outlets. This means they have an assured market, which makes 
it possible for them to take make-believe losses on metal and recoup on fabricated 
products. 

Karlier in my testimony, I indicated the belief of our union that the main im- 
mediate reason for the current lead-zinc crisis was a tremendous increase in 
the amount of imported metals. At the same time, you will recall, 1 pointed 
to the fact that a great part of these metals is now coming to the United States 
because the markets in England and Western Europe have been cut off. 

In this connection, it should also be noted that the British Government last 
year began unloading its 200,000-ton lead stockpile, which had been building 
over a period of 13 years. 

The curtailment of European markets for lead and zine has resulted chiefly 
from the pressure to rearm. Vast sums spent on arms by England, France, Italy, 
and other West European countries have seriously harmed all their economies. 
This committee knows, I’m sure, that the arms budgets of all these countries 
are now being overhauled with a view to giving some relief. 

Another factor which has hit not only the economy of West Burope but also 
our own is the policy of choking off trade with Eastern Burope and China. 
There are vast potential markets for metals in these taboo areas. The failure to 
reach those markets is now one indirect cause of the present suffering in our 
lead and zine industries. 

To sum up, here is the way we interpret the causes which led to the present 
crisis in lead and zinc: 

European markets which had been consuming large quantities of lead and zine 
were shut off, and the metals began to flood the United States market. 

Although United States consumption of both metals remained high, the imports 
forced prices down, resulting in shutdowns of many small operations and lay- 
offs of thousands of workers. 

The crisis is aggravated by the tight control which monopoly corporations hold 
over the léad and zinc industries, both domestic and foreign. 

This is how we in the International Union‘of Mine, Mill, and Smelter Workers 
look at the situation. Fortunately, we do not believe the ailments from 
which these industries now suffer are incurable. We believe there are sound 
and attainable solutions. 
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My fellow officer, International Vice President Orville Larson, will outline for 
you the steps we believe should be taken at once in order to relieve this crisis 
return the small independent lead and zinc mines to operation, and bring back 
full employment to these industries. Here is Mr. Larson 


Mr. Mt LTER. So the record may show the comparative figures here 
to any one that is not familiar with them, do you want to give at 
this point the average of the American miners’ wages in these fields 

Mr. ‘Travis. Fifteen to sixteen dollars per day. We have asked 
for the opportunity to testify here, Congressman, because we are con 
cerned with the situation in the industry for the obvious reason, that 
is that the welfare of our communities, our workers, the livelihoods 
are vitally affected and also because we are fearful that the condition 
which exists in the lead-zine end of the industry may soon affect other 
metals, particularly copper. 

I would like to prevail upon the committee, Mr. Hill, to allow my 
associate, Mr. Larson, to proceed and he will present what we believe 
to be a program to correct the problem. Then we will submit to 
questions. 


STATEMENT OF ORVILLE LARSON, VICE PRESIDENT, INTERNA- 
TIONAL UNION OF MINE, MILL, AND SMELTER WORKERS 


(Mr. Larson’s prepared statement follows :) 


STATEMENT BY ORVILLE LARSON, VICE PRESIDENT, INTERNATIONAL UNION OF MINE, 
MILL, AND SMELTER WORKERS 


My name is Orville Larson. I am a vice president of the International Union 
of Mine, Mill, and Smelter Workers. My home is in Miami, Ariz., and I have 
spent some 25 years working in and around the copper fields of that State. In 
1947 I was elected an executive board member of my district and in 1949 was 
elected to a post of national leadership, that of vice president of my union. 
In 1951 ' was reelected. 

My fellow officer, Maurice Travis, has outlined here the main facts which 
tell the story of how the present crisis in lead and zine came about. 

We in the Mine, Mill, and Smelter Workers Union have given a great deal 
of thought to this many-sided problem. Our union and its members have a tre 
mendous stake in the lead-zine industry and its future We believe that because 
of our more than a half-century of work in the industry, we know a great 
deal about it. 

So our proposals are not drawn out of thin air. They come from hard ex- 
perience with the daily facts of life on the job and in negotiations. We believe 
they are practical. We know that what we propose can be done 

The program which I bring for your consideration here today was worked out 
by members of our union who attended a national mining, smeltering, and re 
fining conference recently in Denver. ‘The workers who formulated these pro- 
posals came from every section of the nonferrous metals industry—not only 
lead and zinc, but also copper, which we believe is in serious danger of the same 
kind of crisis. 

Our program calls for three kinds of action—all closely interrelated, and each 
a part of what we consider a single “package.” They are measures for: 

1. Relief of the industry, key to which is passage of the premium price plan 
bill (S. 1539) introduced by Senator James Murray of Montana on April 1, 1953. 
As we shall explain later, we have some amendments to propose to this bill, 
although we believe the basic principles of the bill are sound. 

2. Relief of lead and zine workers, including much higher compensation for 
those who are unemployed, and a substantial wage increase for those who still 
have jobs. 

3. Increased consumption of both lead and zinc, not only in the United States 
but in many other parts of the world. 

I wish to call this committee’s attention to the fact that our union places 
great emphasis on the need for quick action by Congress on Senator Murray’s 
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mine incentive payment bill. This proposal is, in Senator Murray’s words, a 
“modernized version” of the premium price plan which was so successful in 
stabilizing and insuring maximum production in the nonferrous metals industry 
during World War II 

A cardinal feature of this new bill is that it is designed specifically to encour- 
age small and marginal lead and zine mining operations. It aims to put the 
small-business man in the lead-zine industry back into business As Secretary 
Travis indicated in his testimony, we believe this is the key to any solution 
intended to provide quick relief in this crisis 

Another important purpose of this measure, in our opinion, is to decrease and 
if possible eliminate the dangers of manipulation by the United States metal 
monopolies of the metal market through dumping of metals produced abroad 
and controlled by the House of Morgan 

Senator Murray’s proposal is frankly a subsidy bill. But there is an im- 
portant difference between this kind of subsidy and the kind which the Defense 
Materials Procurement Administration has been handing out up to now. Mur 
ray’s plan would be of aid primarily to the smaller operators. With very few 
exceptions, the DMPA subsidies of the past 3 years have aided the big producers 
only. We consider that a crucial difference. 

We have two amendments to suggest by way of strengthening the Murray bill 
and making it more workable. 

First, the payment of subsidies is limited by the bill entirely to the needs of 
the national security stockpile. The Munitions Board could stop payments by 
determining that a given metal is no longer needed for the stockpile. A more 
desirable approach, we believe, would be to create a separate stockpile for the 
express purpose of promoting conservation of resources and stabilizing metal 
prices. This would serve to separate the issue of metal market stability from 
the shifting winds of the cold war. The kind of conservation stockpile we have 
in mind is the same as that envisioned by Senator Ed Johnson of Colorado in 
his metals corporation “parity plan,” S. 869. 

Second, we strenuously oppose the provision in section 4 (d) (2) of the bill 
which would authorize the DMPA director to stop payments whenever an oper 
ator paid wages higher than those prevailing in the district. I'd like to discuss 
this point briefly here because it is important to us. 

We are sure that Senator Murray inserted this proviso with the idea that it 
would act to block any pirating of labor in a period of manpower shortages. 
However, the possibility of a manpower shortage in the nonferrous metals in 
dustry now or in the foreseeable future seems very remote. 

At the same time, this same proviso could be interpreted in such a way as to 
make it impossible to negotiate a wage increase with any single operator in a 
given district. Take, for example, the present situation in the Coeur d’Alenes in 
Idaho, where our union is now negotiating for a wage increase in line with the 
pattern that was won months ago throughout the rest of the industry. If this 
bill were now a law, it could act as a bar to prevent any Coeur d’Alene operator 
from negotiating a wage increase with our union unless all or a majority of the 
operators simultaneously agreed to such an increase. 

In this sense, we consider section 4 (d) (2) unworkable and unfair. We 
are fearful that if it is not deleted entirely, it could lead to serious troubles 
throughout the industry. 

As a substitute for this provision, we urge an amendment to provide that in 
order to obtain production payments, an employer would be required to observe 
minimum standards of health and safety and to pay at least the prevailing wages 
in the area. 

We urge this committee to give favorable consideration to the Murray mine 
incentive payment bill, and at the same time press for the amendments which I 
have here suggested. 

We recognize that the Johnson bill (S. 869) has the worthwhile purpose of 
trying to alleviate the crisis in the lead and zine industries. However, we are 
concerned that many of its provisions are so vague and ambiguous that it would 
be uaworkable merely from an administrative point of view if it were enacted 
into law. 

We are actively opposed to the bill introduced by Representative William 
Dawson of Utah April 2, which proposes to set up a sliding seale import tax 
on lead and zine with the avowed purpose to “stablize domestic production.” 
Congressman Dawson's proposal, as you may know, is based on a recommenda- 
tion made by the recent Colorado mining conference, out of which there developed 
the National Emergency Committee on Lead and Zine. 
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But it is not a new idea to this industry. It was first proposed by Felix Worm 
ser, vice president of the St. Joseph Lead Co., back in 1950. At that time, the 
Colorado Mining Association specifically rejected Wormser’s plan, on the ground 
that it favored the big lead and zine corporations at the expense of the smaller 
operators. Indeed, Robert S. Palmer, executive secretary of the Colorado M 
ing Association, in a letter to the American Metal Market (May 24, 1950), said 
at the time: 

“Further examination of the Wormser brief will show that even if the tariffs 
urged by him were restored, devalued currencies and an inflated economy will 
prevent the desired result unless, of course, some small protection is afforded 
his company, for as is well known throughout the country, St. Joe Lead Co 
is in a preferred position in comparison with the rank-and-file miners of the 
Nation. Is a tariff free enterprise? No, a tariff is a restricted economy; it is 
a barrier and an expensive barrier to foreign trade; it is contrary to the very 
foundation on which the present progress of our Government is designed to 
save the world from communism.” 

It is needless, I am sure, for me to point out to this committee that the “slid- 
ing scale import tax” is just another form of tariff. Our union has a variety of 
objections to a tariff as a solution to the present lead and zine crisis. Among 
them are these: 

1. A tariff fails to recognize that the program is worldwide. It seeks to 
insulate the domestic industry from the rest of the world To the extent that a 
tariff succeeded in keeping foreign metal out of the United States, it would make 
it that much more difficult for foreign countries to buy here. A crisis in world 
trade is at the root of the lead-zine depression. A tariff would be self-defeating 
since it would merely aggravate the world trade crisis 

2. We have serious doubts whether even a sliding-secale tariff would give 
enough protection to the high-cost producers. Because of wide differences in 
costs, such marginal operators need a great deal more protection than low-cost 
mining companies. Robert Palmer was right when he noted that “small pro 
tection” for St. Joe Lead Co. might still be inadequate for many other companies 
At the same time, a tariff which gave inadequate protection for small companies 
might easily produce windfall profits for the large operators. 

3. Tariffs have never been really effective against foreign competition in time 
of economic crisis. In 1934, for example, there was a 4-cent tariff duty on 
copper, yet the United States imported 213,330 tons of copper, almost as much 
as our domestic mines produced in that year. All through the 1930's the non 
ferrous metals industry suffered from depression despite the fact that they were 
supposedly protected by a relatively high tariff wall. 

4. The small producer who now needs the most aid would get least from 
increased prices enforced by a tariff. His slice would come only after the smelter, 
railroads, power companies, and landowners got theirs, since their charges are 
based on metal prices and go up as prices increase. 

5. Finally, a tariff would act as a hidden tax paid by the consumer. This 
would tend to force competitive substitution of other metals 

These are some of the main reasons why we oppose any tariff plan as a solu- 
tion to the present crisis, whether it’s a straight cents-per-pound tariff or a slid- 
ing-scale import duty. As we see it, the solution is not to seek a bigger share of 
a shrinking market—but to work for a bigger market so that all will have their 
share. 

The second kind of action our union proposes in this crisis is aimed at pro 
viding relief for the workers in the lead-zinc industry. Here we have three 
major recommendations 

1. Legislation to provide unemployed lead and zine workers, regardless of 
where they live, with direct Federal assistance over and above the present 
unemployment compensation standards. I need not tell this committee that 
jobless-compensation payments in those States where the lead-zine crisis has 
hit or threatens to strike are totally inadequate. Action must be taken quickly 
to provide for the basic needs of families of miners and smeltermen who are 
now jobless, and who will otherwise drift away from the industry entirely. 

2. An immediate and adequate wage increase in those lead and zine operations 
which are still in production, as well as those that will be brought back into 
production by the Murray premium-price plan. 

3. Immediate action by Congress to lower income taxes on workers, and in 
particular, action to increase personal income-tax exemptions to at least $1,000 
Income taxes today represent a heavy, onerous, and unfair burden on all working 
people. The average worker in this industry is today paying 27 to 28 cents per 
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hour out of his play for direct payroll taxes only. These taxes are particularly 
noxious to metalworkers who know that these same tax moneys are being used 
to give big handouts to giant nonferrous corporations so they can expand their 
hold on the industry both at home and abroad—and thus depress the living 
standards of our own workers 

I would like to call this committee’s attention to the fact that the income-tax 
setup, as it now stands, results in a startling contrast beween the resources 
of the employers and those of the workers to cushion the shock of the current 
crisis. The carryback and other tax provisions are designed to favor only the 
employers ; no such provisions exist to relieve the worker. 

Increase in consumption of lead and zinc, both at home and abroad, is the third 
way in which we believe these ailing industries can be relieved. 

World events of recent weeks have pointed up a very sharp question in the 
minds of the American people. Eventually peace must and will come, they are 
reasoning. What then is our Government doing to prepare for peace? 

The Washington staff of the Scripps-Howard newspapers, in their Washington 
Calling column April 5, put the issue this way : “Peace—welcome as it would be 
would face Eisenhower administration with supreme test of its ability to prevent 
rapid and disastrous demobilization, loss of allies, economic collapse.’ 

It is agreed by economists on all sides that the chief factor which has kept our 
economy going at boom levels in recent years has been the huge arms budget 
Someday, sooner or later, we are going to have to face up to the issue of how 
to keep our economy stable and healthy even through arms expenditures are 
reduced or eliminated altogether. 

We believe the time to plan—and act—is now. 

We believe Congress should undertake immediate and favorable consideration 
of the many bills before it which provide for a tremendous program of new public 
works, all projects which are urgently needed by the American people and the 
American economy Development of the Missouri and Columbia Valleys, the 
building of new highways and rebuilding of old roads, construction of badly 
needed schools, hospitals, and rural electrification systems—all these projects 
would increase tremendously the domestic market for the metals we provide 

But the potential market for nonferrous metals is not limited only to our 
needs here at home. The Scrips-Howard columnists I mentioned a moment ago, 
made the comment that: “Foreign trade may be the key to foreign policy from 
here on.” 

No wonder the slogan: ‘“Trade—not aid” has become exceedingly popular 
among the nations of Western Europe in the last year. 

George W. Herald, roving European editor for United Nations World, in a 
column from Paris which appeared in the St. Louis Post-Dispatch March 20, 
quoted British Field Marshal Sir William Slim as recently saying to 200 officers 
at SHAPE headquarters in Paris that “we must * * * realistically step up trade 
and diplomatic relations with satellite countries.” 

Herald comments that Marshal Slim has proposed in effect shipments to 
Eastern Europe “of soaps and washing machines, electric toasters, and modern 
new drugs, combines for farms, and refrigerators for kitchens.”” Needless to say, 
it takes metals to make washing machines, toasters, combines, and refrigerators. 

Again, the Wall Street Journal (April 10, 1953) reported on a speech made by 
Secretary of Commerce Sinclair Weeks before a group of Boston businessmen 
in which “Mr. Weeks said real world peace could mean world trade would be 
stimulated with American goods once again being sold to satellite nations.” 

If, as all Americans hope and pray, we are now entering a period in which 
the cold-war tensions will be relieved, there is the opportunity for removing at 
least some of the barriers which now block all trade with Eastern Europe and 
China. This would, of course, result in an immediate improvement in the lead- 
zine situation in this country. If they were permitted to buy lead and zine or 
lead and zine products from the Western World, the countries of Eastern Europe 
and China could readily absorb all or most of the excess supply which is now 
flowing to this country and upsetting our market. Bastern Europe, in the 
period before World War II, got half their supplies of copper and lead from 
imports. 

There is the further fact, about which many economists are beginning to 
comment, that increased trade between East and West would do a great deal to 
revive the sick economies of Western Europe. That, too, would serve to stabilize 
world-metal markets. 

These are the key elements of our union’s proposals to meet and overcome the 
present crisis in lead and zine. They grow out of our belief that the crisis is 
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part of a larger picture, that it cannot be solved piecemeal, and that unless im- 
mediate and long-range steps are taken toward a many-sided solution, the crisis 
will not only deepen but will spread to other metals and ultimately to our entire 
economy. 

Our program can be summed up in these terms: 

Relieve the lead-zine industry by passing the Murray premium-price bill with 
appropriate amendments. 

Relieve the lead and zinc workers by passing a law to provide direct Federal 
aid over and above ordinary unemployment compensation, by granting an im 
mediate and substantial wage increase to workers still employed in the lead 
zinc industry, by reducing income taxes and by passing a bill to increase income 
tax exemptions to $1,000 

Increase domestic consumption of nonferrous metals by passing legislatior 
for a sizable public-works program, including river-valley development, school, 
hospital, highway, and rural-electrification construction, 

Increase foreign consumption by lowering or modifying barriers which now 
block trade between eastern and western halves of the world 

We vigorously urge this committee to give earnest and careful consideration 
to all these proposals, bearing in mind that they are a package, the individual 
parts of which are closely related to each other. 

Secretary Travis and I will be very happy to answer any questions which 
the members of this committee or its staff may have to ask regarding the ele 
ments of our program. 

The CHairman. Let me ask you a question that I know you can 
answer. 

We are not a legislative committee. We are a special committee 
set up to do special work for small business. You gave an excellent 
summary of your paper, and having been an old schoolteacher, I 
know what time it takes to sum up, so I know your summary is 
excellent as far as your paper is concerned. But I notice, and I 
know Mr. Patman will agree with me, that the first thing you recom 
mend would go to the Interior and Insular Affairs Committee, and 
the second would go to Education and Labor Committee. 

Mr. Parman. What do you mean, the first one, Mr. Chairman ? 

The CuarrMan. To relieve the lead and zine industry. 

The next one would go to Education and Labor. I am talking 
about legislation to do what you say. The next one would go to the 
Public Works Committee, and the last one would go to the Ways 
and Means Committee. 

Is that correct ? 

Mr. Parman. Yes. There is one income-tax exemption that goes 
to the Ways and Means Committee. 

The CHarkMan, You see you really pose a problem for the Small 
Business Committee. 

Mr. Parman. However, these hearings will be printed and they will 
be sent to all members of all these committees, so it will really serve 
the purpose of an appearance before all of them. 

The CuarrMan. That is right. 

A question or two came to my mind. I agree that I probably do 
not know enough about what you are talking about, but having been 
on the Agricultural Committee I know something about what you 
are trying to do. When you help one segment of this economic 
society of ours, and that is what we have done on our agricultural 
program, you are liable to singe somebody else. 

You come along and say that you should pay a subsidy to your 
miners. I do not know if you know a gentleman by the name of 
Bailey, from West Virginia, and a fine Congressman he is. He repre- 
sents the coal-mining area, and he has been crying on the floor of 
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the House ever since January to stop this importation of residual oil. 
What would he say if we just passed a bill to help your miners 
and did not help coal miners? Really and truly, I know ghost towns 
and you and I could start out and count a lot of them. What I am 
driving at is that Mr. Bailey would have a just reason for saying 
you have to take care of the coal miners, and that means John L. 
Lewis. Could we help the metal miners and then not help the coal 
miners? That is what we face as representatives of all the people. 
We just do not represent the farmers on the Agricultural Committee. 
We find out we represent Mr. Consumer also. 

Mr. Larson. Well, in answer to the coal-miner problem, we think 
the subsidy plan would work in the coal industry. We are not too 
familiar with it. That is John L. Lewis’ field, not ours. 

The CuatrmMan. But suppose the whole thing goes out. Suppose 
they cannot meet this competition with residual oil. \re you going 
to put them on your pension for good? I am asking a tough question 
for me. This is for my information. Suppose it does. I told 
them 4 years ago what was going to happen to coal-mining towns, 
and now it is on its way. 

Mr. Larson. In some ways the two industries are entirely different. 

The Cuairrman. But there is no difference in how its affects the tax- 
pavers’ pocketbook. 

Mr. Larson. It is a little different in the coal where they are facing 
the prob lem of underconsumption of coal. 

Frankly, there is no underconsumption of either lead or zinc in this 
country at the present time. The demand for zine itself and lead is 
as great today as it wasa year ago. 

The CHarrmMan. Of course that wouldn't make any difference. If 
you once got the coal miner on the publie’s back, and then the coal 
business practically quit entirely, then we would have them there for 
good. Or what would happen to them / 

Mr. Larson. Congressman, I don’t agree that the subsidy puts a 
miner on the public’s back. 

The Cuarrman. If you will just read of Connecticut, New Jersey, 
New York, and Pennsylv: ania, if you will just read how they have 
increased their percen tage of the pure hase of residual oil for manu- 
facturing plants and big buildings in the last 3 to 5 years, you 
would be truly frightened. 

Mr. Larson. I agree with you. I agree that this coal industry is 
a very sick industry, and I assure you I don’t have all the answers. 

The Crareman. It is not only coal. What about vour railroads 
that live off of coal transportation, and your railroad workers. 

Mr. Travis. Could I interpose? Are you referring to our proposal 
for a subs idly to the indi istry itself ? 

The Cruatmrmman. Yes. That is what it says here. I just thought 
of that because I know when we tried to help the cotton people, and 
we helped them, then we get into trouble with everyboday that uses 
cotton. 

Mr. Travis. I would like to suggest that your committee is show- 
ing interest in attempting to provide some relief to the small opera- 
tors of the lead-zine industry. That is the purpose here. 

The Crrarrman. That is right. That is why we are talking 

Mr. Travis. Now, the question of what kind of relief or what form 
it takes is something else. What we suggest is that the premium 
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price plan will cost less to the taxpayers and consumers than will 
any other form that has bee: ovested here. L don’t think it is a 
matter of the operators in the industry being on the back of 1 
pubhie. If any form of relief is prov ded they are going to be on t 
public back in one form or another, and we suggest that our form is 
the least ex pensive form. 

The Cuatrman. That would b 1 good reason not to have it, in my 
book. hecause v don't want yone on oul bac who ea I LK 
living themselv« Wea vyoing thro oh a revolution, and let’s not 
forget that, It) Our economl re I do t KnO now nearsightec 
you would have t« be te KTM ir’ ot going thi ugh a revolution. 
11 tice one tl or \ isay W I 1 | k yo ibe before someon 
else does This trad \ China and the om Ist countries 
we cannot go into that sort of discussion when thev are killing ow 
bovs, and the Hie Wspapel re} ts that h indreds oO! them were killed 
on the death marches. You could not even vet the (ongres of the 


United States to give you a hearing on a suggestion lke that at this 
time. You can see that. 

Mr. Larson. We qi alifs that, Congressman, by s Lying that the ten 
sion must be relieved. nly in the present stage there will be 
no trade and we underst thoroughly Nora we Suggesting 
that with the present tension and the present state which exists, that 
this be attempted. But we are saying if the tensions are relieved and 
once again we can have normal relations, then it is to be. 


The CratmmMan. You are looking way in the future. but I 


Lope 
we are wrong, that we could solve our troubles without a y more wars. 
I admit you open up a whole new line of thought. But legislation in 
the House and Senate is one thing, and discussion out ther 
another. You have to be factual. 

As I tell my farm folks when they come in on some type of a subsidy 
program, not only to save the farmer but to save your stomach, it has 
to be reasonable or we are not coing to get it through. We are in 
trouble on our farm program. ‘The reason we are in trouble is just 
exactly the same thing you are talking about. Even the imports 
come right along, such as meat from New Zealand. Just think of that, 
39 cents for steak. We have to think about that. 

Mr. Larson. We are not saying that the subsidy or the Murray bill 
by itself is the only solution. We Say that there must be an overall 
program here and that either a sliding 54 ale—fral kly, we tel] you if a 
sliding-seale tax program is introduced, we think that is only a partial 
program. We don’t think it is a full answer to the problem. It is 
only a part, a related part. It is up to Congress, of course, to deter- 
mine whether the sliding seale is the correct approach or the other one. 

The Cnarrman. After all, too, it is up to us to go along and change 
these bills. That is why we spend most of our time on amendments 
| just wonder sometimes how many people know how much time and 
how much effort we have to put in the House and Senate in changing 
laws to meet the changing economic system that exists or grows up 
after you pass the legislation. 

Mr. McCulloch ? 

Mr. McCuttocn. Mr. Chairman, I have a couple of questions. 

I notice that either you or Mr. Travis has indicated that a tariff is a 
lidden tax on a consumer, with which statement I agree. And then 


is quite 
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I notice that you prefer the Murray premium price bill, which you say 
results in a subsidy to the producers. 

Mr. Larson. That is right. 

Mr. McCun.ocu. Well, I wonder if I would be wrong in concluding 
that there is no real difference in the final result, whether it be a tariff 
of asubsidy. The consumer will ultimately pay for whatever benefit 
is granted the producer. Is that not right, sir? 

Mr. Larson. ! think that is right, Congressman. But our position 
is that the other plan will be cheaper; that is all. 

Mr. McCunzrocn. Well, I wanted to get at the basic problem 
involved. 

Mr. Travis. Could I interpose, Congressman ? 

Mr. McCutiocn. Yes, sir. I am seeking information. 

Mr. Travis. We also take the position that the tariff won’t work, 
that it will not provide relief to the small operators, for the following 
reason: That if lead and zine can be produced in South America at 50 
or 75 cents a day wages, the large corporations in this country that 
control those prope rties can Im} rt lead and zine and absorb the tariff 
and sti i make a profit at the current price, with the supply situation 
the way it is. We say that the tariff problem won’t help the small 
operators. 

Mr. McCunsiocnu. I was partic ularly interested in wages that are 
paid in foreign countries, and I think that is very worthwhile infor- 
mation for the record. That is one of the very reasons why I do not 
think that we have yet reached the point where the theoretical free 
trade is going to be of advantage either to the workers or to the owners 
of stock in industries in America. By the way, what did you say the 
wages were in Canada for comparable work? 

Mr. Larson. They are almost identical. They are a little lower 
than they are here. But where we may have between 15 and 16 dollars 
a day, I believe they are between 14 and 15. They are about a dollar 
a day lower in Canada. 

Mr. McCuutocu. Is it your desire to have this committee believe 
that the wages of the worker in this industry is one of the main prob- 
lems with which we are confronted out here when the average wage is 
$15 or $16 a day? 

Mr. Larson. Yes, I think that is a real problem, Congressman, 

Mr. McCuttocu. How does that wage compare with wages in manu 
facturing generally ? 

Mr. Larson. I think it is higher 

Mr. McCuniocn. You think it is higher? 

Mr. Larson. Yes. As a matter of fact, I know it is higher. 

Mr. McCutiocn. Well, this is a personal statement. Obviously, in 
view of that fact, I do not think that is one of the primary problems 
before this committee 

Mr. Muurer. Will you yield at that point? 

Mr. McCut.ocu. Yes. 

Mr. Muuter. I think we should bear in mind that there is a much 
more hazardous occupation and therefore they must command 
higher wage. 

Mr. McCutsocn. It depends upon what kind of industry you are 
engaged in, Mr. Multer, in my opinion. There are seasonal industries 
in my section of the country where the employment is as hazardous 
as it is, or as it appears to be, I should say, in the mining industry. 
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Mr. Travis. Congressman, I am sorry to interrupt again, but in the 
concern about the wage question from the standpoint of the whole 
economy, if much of the foreign market is closed off because of the 
political situation, then there must be greater reliance upon the do- 
aaa market. If you can't sell automobiles to workers, if you can’t 
do that, then the automobile manufacturers can’t buy lead and zine. 
Where are you going to sell it? That is a question of purchasing 
ower. 

Mr. McCuL.ocu. Of course that woes back to producing more and 
more and selling it for less and less. ‘That is all I have. 

The Cuarrman. Mr. Patman? 

Mr. Parman. Yes, I would like to ask a few questions and comment 
on some of the points that have been raised. 

If I understand your testimony en the same United States 
concerns own them in Peru and South American countries, where the 
labor rate is 50 cents, 75 cents, or a iis per ba ¢ 

Mr. Larson. Yes, sir; that is correct. That is Mr. Travis’ testi- 
mony. That is correct. 

Mr. Patman. Of course that presents a real problem. You can’t 
compete with that. You suggest that they should be required to raise 
their wages in these other countries. That is only one approach to it. 
I assume that you take just one approach. It occurs to me that of 
course you are bound to be in a very bad situation and at a great dis 
advantage in view of that because we are all more or less selfish. Cor 
porations are the same because tlfey are made up of individuals. We 
work for ourselves; we have that self-interest. Looking at it from 
therr st: indpoint, they have every incentive to bring as much copper, 
lead, and zine into the United States as they can from the out ide. 
They have more incentive to do that because they can make more 
money on it. That is correct, is it not? 

Mr. Larson. That is correct. 

Mr. Patman. And if we could so arrange it that the y could have 
the same incentive to produce in this country and thereby provide 
work here, it would not only improve our domestic economy through 
increased purchasing power, but we would have a reliable, depend- 
able source of these metals in the event of trouble. 

Mr. Larson. Right. 

Mr. Parman. I recall in the early part of World War ITI there was 
hardly an oil vessels that came through from South American. The 
German submarines got nearly all of them. 

The Cuatrman. And from Texas, too. 

Mr. Parman. Yes. They could not even cross the gulf. They were 
almost entirely cut off from South America, Mexico, and all of those 
countries. The same thing could happen to us on these matters of 
which you now speak. And for the reason that we should have a 
good, dependable supply in time of emergency as well as in times of 
peace, we should work this problem out now. That is your idea, is it 
not ? 

Mr. Larson. Yes, sir. 

Mr. Parman. The oil business is very similar, I think. If we had 
taken the shortsighted view many years ago when we only had a 
known oil reserve of about 15 to 20 billion barrels and had said. 
“Well, we don’t have any oil in this country; we will just let it 
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go,” we would now have no production of oil. But instead we took 
the long-range view and said, “We know we can find this oil, and we 
are going to give incentives through depletion allowances, tax de- 
ductions of different sorts, business-expense deduction, and many other 
different ways. As a result of the latter approach, the oil industry 
was encouraged and given the incentive to fo ahead and explore. 
Every year our known reserves have increased until now our known 


reserves are enormous. I imagine the known reserves are now 25 
to 30 billion barrels. And as Mr. Palmer said about the Paley re 
port, we know we will still find more. We are not out of production. 
1 am In ympathy with anything that can be worked out along this 


line. Tam not worried about this subsidy business. 

You know, the first general law that was passed by an American 
Congress in 1789—the first general act—was a subsidy act, viz, a 
tariff act to encourage small manufacturers in the United States. 
That was 1789. It has been that way with the American Government 
ever since. 

Today we talk about Post Office and air-mail subsidies which are 
in the hundreds of millions. You know, these subsidies affect every 
business in one way or another. It permeates our economic business 
and political and social life. So the subsidy part should not bother 
us. But this premium price, the way you are advocating that, do 
you have in mind something similar to what we had in OPA at the 
beginning of World War IT? 

Mr. Larson. Yes. 

Mr. Parman. That was when we did not want to pay 24 cents for 
copper, and we knew that the domestic marginal producers could 
probably not produce copper for less than 24 cents. Instead of rais- 
ing all the copper producers to 24 cents we gave them premium prices 
make up for it. That is what you have in mind, is it not, Mr. Travis? 

Mr. Travis. Right. 

Mr. Parman. Do you know, I happen to be on the committee that 
had the responsibility of fighting those bills through Congress. You 
talk about tough bills, they are about the toughest in the world. 
There was a Congress that did not believe in that sort of thing at all. 
But I think they did see the merit of it and they endorsed that pre- 
mium plan. That is the same plan you are advocating here today, 
is it not, Mr. Travis? 

Mr. Travis. It provides subsidies on two bases, one on production 
and one on exploration. It provides for marginal operators the high- 
est cost of which was paid plus the premium price which was paid 
from the years 1942 to 1946. 

Mr. Parman. You have to have some kind of base. For instance, 
take butter in the agricultural field, Mr. Chairman—and you are 
active and one of our best members of the Committee on Agriculture— 
you know you are going to have a subsidy on butter. You know you 
cannot sell it at the Government-purchased price. It is piling up like 
potatoes did a few years ago. You are going to have to sell it at a 
lower price. The difference between the purchase and selling price 
is the premium. 

The Cuarrman. You see what happened on the potato program. 
We knocked the whole thing out because it was not right in the first 
place. 


i 
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Mr. Parman. We had a shortage of potatoes for a while, too. Th: 
best thing is to average it out, but not as in Mexico where they dé 
vided up the country and gave each tenant 15 acres and an ox on the 
theory that with 1 ox they could cultivate 15 acres of beans. That 
was the theory and they actually did it. But when they got the 


acres and the ox they ate that ox the very first thing. They e1 sccou 
that ox because it was fine meat, fine food. As the resul they could 


ofl work l acre with their hands. Tr hey had a shortage of bear S 
Mexico that year. 
We don’t want to have premiums, unless it is necessary in order to 


eliminate these ruinous ups and downs. You are going to have the 
same thing on butter that he is talking about right now on lead, zine, 
and copper. You can't help it, it is inescapable. 

In other words, you have to represent the farmers because the farm 
ers represent such a large part of our economy. If the farmers 
go broke, the country goes broke, and you have to help the farm- 
ers. Thus there has to be a difference between that er price and 
the actual selling price. That is the premium price. If it is jus tified 
on butter, it is justified on zine and lead and copper. It is ‘all through 
our economy anyway, it is all through our laws. 

I think we might just as well recognize it. It has been recognized 


since the beginning of our American Governme mt . It doesn’t scare 
mea bit. I hope we can work out something like this. I am ecient to 
work with your chairman, here, who is a anil ‘hairman, and who 


has your interest at heart, and he sees his re spons] bili ty. He has more 
responsibility than I because I am on the minority side. I am doing 
a lot of talking that I could not do on the other side, but he has the 
place of responsibili ty. 

The CuatrMan. Is that all? 

Mr. Parman. No, I haven’t finished yet. And on this 15- and 16- 
dollar-a-day wage, that does not mean 300 days a year or anything 
like that, does it ? 

Mr. Larson. Right now it does. Frankly, the reason for that wage 
rate is, and like maybe in your eastern indus stry where the 5-day week 
is standard, in the vast majority of the mining industry there is a 
6-day workweek which entails the payment of time and a half for that 
sixth di iy, Which of course brings up their wages. 

Mr. Parman. But there are so many of the miners unemployed now 
What percentage of the miners are une mploye “dd 

Mr. Larson. Well, in copper they are working full scale. 

Mr. Parman. Full seale in copper? 

Mr. LARSON. Yes. But it is here in lead and zine where the oreat 
unemployment is. And the operators are right when a number of 
them stated this morning that unless something is done here before 
very much longer, a lot more mines are going to shut down. They 
know what they are talking about when they say that. 

As a matter of fact, most of them now are on the point of whether 
it is cheaper for them to shut it down or to keep on going. 

Mr. McCuttocn. Might I interrupt a moment? 

Mr. Parman. Certainly. 

Mr. McCutiocn. What I was trying to get at was this: Ifthe basic 
problem were solved so that the mining industry can operate, your 
union can take care of the wage problem by negotiations, can’t it ? 
34376—53——6 
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Mr. Larson. That is right. 

Mr. McCuntocu. You don’t want us to settle that problem. 

Mr. Larson. That is right. 

Mr. McCutzocn. We do not want to, and I for one am not going to. 

Mr. Parman. Now then, there is one other point that I want to men- 
tion. About the backlog of public works in the event of a depression, 
I think it is very timely and appropriate that you bring that out here. 
You include the river valley developments, schools, hospitals, high 
ways and so forth. I think we should have these things in mind. If 
the chairman will pardon just a brief reference here, it is not new 
with me. Over the years I have had a resolution before the Congress 
and although the party that I am a member of has been in power, I 
didn’t get consideration of it—to investigate the feasibility and prac- 
ticability of having a supplemental] capitol of the United States. 
Other countries, some other countries, have additional capitols. 

Mr. Larson. I understand. 

Mr. Parman. I think it would be well, especially in an atomic age, 

r the United States seriously to consider—and I re: ale: mean this— 
having a supplemental capitol of the United States. I have said in 
speeches before the Congress that I think that the Denver area would 
he the most ideal place in the United States to consider for the estab- 
lishment of a supplemental capitol. 

I am not saying this just because I happen to be in Denver. I have 
said it on the floor of “a House a number of times over the years. I 
really believe that. So I hope you put that down there, a supple- 
mental capitol of the U ile d States in the Denver area. 

The Cuarrman. Mr. Multer. 

Mr. Mutrer. Mr. Chairman, as Mr. Travis said, some of the things 
that have been told to us by him and his colleagues might be eye open- 
ers. At least one thing he said was an eye opener to me, and it proves 
the old saying of sometimes what is closer to you you can’t see. J had 
to come all the way from New York to Colorado to find out that at 
least part of the difficulty is centered right around the corner from 
my own New York office with some American companies which are 
just too big for our own good. I hope that as a result of these hearings 
something can be done to rectify that situation. 

Incidentally, Mr. Larson, the sti utistics that our chairman had pre- 
pared on mine i tion of lead and zinc bear out everything that you 
say as to the depression in the industry during the high tariff years, 
in \dies ating that high tar ve is not the sole solution to your problem. If 
it NV Se yh tl lon at all, t 1S. 

With reference to ane aati on tax exemption, I don’t know of 
any other bill, other than my own, which offers that as a principle 
of tax reduction, and that is that tax reduction should be brought about 
by increasing personal tax exemptions. That is as good for the man 
with b'g capital as for everybody else. It gives everybody right across 
the board the same privilege. If you increase it to a thousand, 2 thou- 
and or 5 thousand, whatever that exemption is, they all get the same. 
Lut at the same time, per capita dollarwise. the wage earner is getting 
the biegest benefit and he needs it most. He is the one that can least 
afford to bear that burden. So I heartily approve of what you have to 
say shout the increase of personal tax exemption. I think that is the 
wav it should be brought about, not by cutting at the top from the 
fellow who can afford to pay most, but cutting it right across the board 
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— at the bottom. He will get just as much benefit, but the wage 
arner will get the first benefit and I think that he is entitled 
With reference to the Murray bill, I think the approach there may 

be wrong in at least one respect. Unless I have misinterpreted the 


testimony we have heard thus far, your problem here is not an emel 
gency problem or temporary problem. You have to solve this over a 


long-range time. 

Mr. Larson. It is an emergency problem, all right. 

Mr. Mutter. It is an emergency problem at the moment, but if you 
solve it today you are going to have it back with you next week or 
next year, 

Mr. Larson. That is correct. 

Mr. Muurer. So it requires long-range planning to cure it. 


Mr. Larson. Yes. . 
Mr. Mutter. If you took the principle of the Murray bill and 
enegien it into law and gave it to the Defense Minerals Administratior 


wr the Defense Materials Procurement Agency, that is an emergency 


agency that will ne oa by the end of the year, or certainly by the 


end of the fiscal year, the new fiscal year. 
I think if th ere is merit to it, and l think there is, what we ought 
to do is consider it as an amendment to the Hill bill. The H 


attempts to set up the Small Business Administration as a permanent 
agency of Government. If this Government is going to prosper, if we 
as a people are going to prosper, we must continue the small business 
as an effective part of our economy. ‘The Small Defense Plants Ad- 
ministration is sought to be set up by the Hill bill as a permanent 
agency of Government to at least put them on an equal footing with 
big business. 

I think this principle of the Murray bill ought to be written into 
that bill to take care of minin ig in the same way, on a permanent ba 
with a permanent agency of Government to look after their interests 


just as we tried to do in the Hill bill, to look after the interests of 
small business. It was introduced by Congressman Hill and the prin- 
ciple has been approved by our entire committee. The details of i 

I am sure, we are going to work out. I think this is one thing that 
ought to be worked into that bill. I think it wor ld go a long way 


toward solving some of your problems. 

Our chairman has already directed your attention to one thing in 
your statement, and you clarified it. But I think in your written 
statement that you are leaving with us, you ought to correct that, too, 
so that there is no doubt in anybody’s mind who will read this at later 
time that you are not advoca ting that we now trade with any of the 
Europen iron countries. I know it is not the intention of you or 
any of your colle: agues, and none of us want to send any strategic 
materials into any of those countries that may be sent back to us in 
the form of bullets. But once peace is brought about, really perma 
nent peace, we can explore that. Anyone casually reading your state 
ment may get the owe impression about it. 

Thank you, Mr. Chairman. 

Mr. Travis. C Saeeanee I don’t want to impose, and of course it 
is up to you, but there are some rank and file workers here of our union 
who can testify to the hardship that they are under during this period. 
As I say, I don’t want to impose as far as time is concerned. 


74 PROBLEMS IN THE METAL-MINING INDUSTRY 


The CuatmrMan. Could we have their names? It will run us a little 
tieht. If vou will have them stand up and give their names, we will 
identify them and show that in the record. 

Mr. Travis. They have brief statements, I believe, which can be 
handed to the committee. 

The CHarrman. How many have you‘ 

Mr. Travis. Fow 


The CHarr™ All right, you may all come up and give the reporter 
your names and statements. 
( Prepared statements of Mr. K light, Mr Jordan, Mr. Lopez, and 
Mr. Carlsen follow :) 


My name is Thomas E. Knight. At the present time I am a retired worker, 
although I’m still a member in good standing of Mine-Mill Local 581. 

I worked for the Empire Zine Co. at Gilman, Colo., about 19 years. At the 
present time, there’s a normal number of workers on the job at Empire Zine 
that’s about 500. 

But even though none of us have lost our jobs—the problem has been to main 
tain a decent standard of living. The company used the excuse of lower zinc 
prices to cut back the operations to a 5-day week several months ago. Then 
there’s the fact that all the other workers in our industry got an 8% cents an 
hour wage increase last year—and we still haven‘t been able to get that wage 
increase from Empire Zine. They keep claiming that they can’t afford it because 
of the price of zinc 

My local union, Mine-Mill Loca! 581, elected me to come down here and testify 
to your committee on how we feel about this situation. When I was elected, I 
went around to speak to the businessiren in the Minturn and Redcliff areas 
And practically all those I spoke to said they were worried about this lead-zine 
situation too, and asked me to come down here and see if something cannot be 
done about. They say that business and collections have fallen off by about 20 
to 25 percent in the last few months, and that if the workers in the district have 
to take a cut in pay, quite a number of small-business men would have to go 
out of business, They fear a depression. 

The membership of our union is strongly in support of the program which has 
been worked out by our international union to lick this situation in the lead 


zinc industry. I hope you'll give that program careful consideration. 


My name is Hy Jordan. I live in Tooele, Utah. I am carpenter-millwright 
I amr employed by the International Smelting & Refining Co. which has been 
closed for the past 4 months for lack of ores to operate and due to the price of 
lead and zine which has cut off many a small shipper, said company being a 
custom smelter dependent mostly on small shippers. I am also president of 
the local union in this plant. 

The mines that supply this smelter are closed down at the present time and 
at the price of lead and zine there is no future in the mining industry in out 
community. At least 400 workers in Tooele have been affected by the shutdown 
Since the shutdown there are workmen who have lost their homes, their cars, 
their refrigerators and many other necessary things, as well as suffering from 
an inadequate living. Grocery bills have piled up that will take a long time to 
pay, and in many cases small-business men and grocers cannot carry them any 
longer. 

It is often referred to in Washington or put out by Government statistics that 
only a few thousand are unemployed, or whatever the figure might be. We 
refer to this as just a passing thing and don’t take action to alleviate such 
a condition. When a person suffers in the United States where there is plenty 
for everybody, who can work and want to work, then it is time the Government 
does something about it. That might fall to you or to me to suffer under 
such a condition. 

We have paid a high tax to develop mines in foreign countries to find we 
have paid high taxes to develop ourselves out of a job here in America. | 
sincerely hope that Congress can find the answer to this situation. As the 
mining people and others should know about what relief they need. We don’t 














have the answer. It might 
must be an answer 
zine industry 





PROBLEMS 


My name is Joe R. B 
Arkansas Valley smelter 
class handyman. When 


Co., there were about 300 employees 
increased to : 


number was 


employees at the smelter. 


During the war we were o 
lot of overtime. 
taken a drastic cut in take-! 
several wage increases since t 


who have 


METAI 





to the ment 


Is 


local 


a 6-day workweek, we 
Today we are « 


vorkweek, 


v despite the fact 
he end of World War Il 

At the present time the ore supply 
going around the plant that the si 
of July to give the ore supply a 
a large number of the mines that 
shut down since the first of the year 

At the present time we have 
number would be a lot greate 
lost their jobs have gone 
their homes and the cost of living is a 

The members of my 
national officers, which has already 


verv critica 


I 


shipped ore to the 


150 workers out 
wasn't for the fac 
to the San L 
ot cheaper 

rt the program advanced 
been presented to t 


In our opinion this program will permit a lot of 


been forced to shut down, to resume 
mining properties in the Leadville area to expand oper 


operations 


for example, could hire at least 200 workers. Other n 


be able to hire another 200 o1 


at the smelter. 


My name 


3 years 


While there have been no layoffs at om 
periods during which there were : 
During the war we had about 150 employees, aside fron 
to work all the overtime we wanted, as : 
pay despite the fact that we 
war because we are on a straight 


is Henry Carlsen 
Refining Co.’s Globeville plant 


I am an employee 


result 
have negotiated 
10-hour week 


This, in turn, would he 


piant we 


Pmen on the 


MINING 


Zoing to ck 
build w The 


Arkansas Valley plant have 


if 
Denver. I have been 



















se down duri 


» supply 


NDUSTRY 


é 
tariff r subsidies—but, how re 

tuation that sin the ' 
ille I hay been a mployee of the 
years My presel occul ( is first 
work f the American Smelting & Refining 
the smelter. Duri World War II this 
the present time wt have about 1S8 


lat we fh 


negotiated 


are rumors 
the month 


w because 


f a job in Leadville: the 


that a lot of 


he committee. 
small operators, 
id it 


would allow 


{ the workers 
uis Valley, where 


they own 
our inter 


who have 
1 


everal large 


tions The Eclipse Mine, 


the American 
an employee for about 


lp stabilize 


nes in the area would also 
employment 


Smelting & 


e had a number of slack 


extra gang doing odd jobs 
that we had a chance 
we had a drastic cut in take-home 
several 


wage increases since the 


While our plant is not a lead and zine smelter, our operations depends on flue 


dust from the lead-zine smelters at 
and Hayden, Ariz., therefore, if 
seriously affect employment at the Globeville 


El Paso, Tex., 
these plants are forced to shut 


pliant in 


Leadville, Colo., 


Denver 


Selby, Calif., 
down it will 


Our local union supports the program presented to this committee by our inter- 
national union officers, Maurice Travis and Orville Larson 


The CuarMan. We will have a recess for just a few minutes. 
( Brief recess. ) 
The CHatrMAN. Come to order, please. 


The CHarrMan. Now, Mr. Dunn of Gunnison. 


your name, please. 


> reporter 
i 


STATEMENT OF JAMES E. DUNN, GENERAL SUPERINTENDENT, 


CALLAHAN LEAD-ZINC CO., GUNNISON, COLO. 


Mr. Dunn. My name isJ. E. Dunn, and I am general superintendent 
for Callahan Lead-Zine Co. at Gunnison. 
Our mine is a small operation, and I think that what I have brings 


up something that has not been brought to the attention of the com- 
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mittee. That is the Government’s investment in some of our domestic 
mines in which they stand to lose just as well as we do. 

The town of White Pine where our mining outfit is located was 
established in the early 1870's. It is on the western slope, near the 
top of the Continental Divide in approximately the center of the 
State of Colorado. 

The mines have produced steadily during all periods, when lead and 
zine prices were at commodity levels since - at time. The total net 
smelter returns are near the 15 million mark. Callahan Zine-Lead Co. 
acquired the property in 1938, put it in production in 1942, and have 
maintained a steady operation until November 1 of 1952, when produc- 
tion was stopped due to lowered metal prices. The mine normally 
employs a crew of from 50 to 70 men. Living quarters consisting of 30 
modern houses, bungalows, boardinghouse, schoolhouse, and store 
make up the town of White Pine. The mine-surface plant consists of 
a hundred ton a day modern flotation plant, a sawmill, machine shop, 
compressor building, warehouse, office, and change room. The sur- 
face plant and improved townsite represents an investment in excess 
of $400,000. Underground workings require a great deal of timbers as 
the ground in general swells and caves readily without support. This 
is especially evident in our later, deeper workings. A major explo- 
ration program was started in October of 1950, with the objective of 
extending ore reserves some years in the future. This work was in 
part carried by DMEA funds of May 23, 1951. Only a part of the 
work has been completed, but in one section of the mine, where work 
nears completion, a substantial ore body is indicated. DMEA has con- 
tributed $74,209.73 to this exploration, and Callahan Zine-Lead Co. 
has put up the remainder, a sum totaling $197,726.47. This makes a 
total combined investment of $271,936.20. The last of this explora- 
tion work was shut down on February 7, 1953. The only work at pres- 
ent is maintenance on major openings with shutdown costs averaging 
about $3,000 monthly. If prices are such that we can resume produc- 
tion before, say, January of 1954, this investment will be saved. 
Otherwise it is a complete loss, both to the ee and to the 
company. If price raises are delayed another year, the present main 
tenance schedule, in itself a heavy drain, wane not keep up with 
necessary work and would miele be discontinued, allowing under- 
ground work to eave. 

Probable ore reserves of a hundred thousand tons containing a possi- 
ble 20,000 tons of lead and zine metal would not be stockpiled under 
ground but would be irretrievably lost. The probable reserves that 
might be found if work was not limited by periodic shutdowns due to 
manipulated markets. Once treatment facilities and equipment are 
liquidated and moved, the possibilities are no longer an attractive 
investment and the mine would never be reopened. Metal cannot be 
produced in this country in the largest underground mine profitably 
under present metal markets. That is, lead and zinc. Policies affect- 
ing domestic mining must be changed in the near future or the entire 
zine-lead industry faces complete ruin. 

The Cuatrman. Thank you very much, Mr. Dunn. Do you think 
that the emergency is such that action has to come quickly in order to 
save your mine? 

Mr. Dunn. That is the case in our mine, and I don’t believe that we 
are too much different from a lot of other small operations. 
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The Cuarrman. Mr. McCulloch? 

Mr. McCuttocu. No questions. 

Mr. Parman. No questions. 

Mr. Muurer. No questions. 

The Cuarrman. I wonder if there was someone who has to be heard ? 

Mr. Davis. There is one more, from the Boulder Mining Associa 
tion. 

The Cuarrmman. Mr. Smith, president of the Boulder Mining Asso- 
ciation. 


STATEMENT OF JOE SMITH, PRESIDENT, BOULDER MINING 
ASSOCIATION 


(Mr. Smith’s prepared statement is as follows :) 


Honorable Chairman and members of the Small Business Committee of the 
House of Representatives, we who belong among the tungsten producers of the 
United States appreciate your efforts in analyzing the problems of the mining 
industry, and we appreciate your willingness in offering assistance based upon 
your findings. We are happy to have you with us, here in the center of the mining 
districts. ° . 

We would like to call your attention to two factors which have been and con 
tinue to be of considerable concern to those of us engaged in mining. 

Report after report of various Government agencies, especially those of several 
years back, have stressed the thought that the United States is a have-not nation 
in regard to many of the strategic minerals. We offer, for your consideration, 
our opposition to the prevalence of this thought, and to the impact that it has 
made upon our national planning. We believe this to be of sufficient importance, 
not only in the present critical situation but in the future, that the Goverument 
should take immediate steps to determine the accuracy of this concept and to 
erase it from our national thinking if it is found inaccurate. We take this oppo! 
tunity to impress upon you and the Congress the need to look into this matter 

Furthermore, we would like to protest the commonly made statement that our 
ores are low grade, submarginal, and do not justify consideration. In our 
opinion, ore is submarginal depending only upon our ability to produce it at a 
profit. Submarginal ore a decade ago may now well be a high-grade ore, because 
of our present technical accomplishment. We feel that knowledge should be 
brought up to date in this regard. Our known domestic metal resources can be 
enlarged immeasurably by concentrating upon the improvement of mining meth 
ods and metallurgical recovery of domestic ores. The Government alone can 
provide this research, as the mining industry has been too insecure for the past 
50 years to engender private research in this field 

We petition you to recommend an investigation of the strategic mineral deposits 
of the West and to increase the metallurgical research for the recovery of domestic 
metals. We are confident that if this is done the attitude toward our domestic 
potentials in many of the metals will be changed. 

Today, as a result of a factual understanding of the need of the tungsten- 
mining industry oi the part of the Government, the tungsten producers are 
blessed with the first assured market in the history of the business. As far as we 
can foresee, we will be able to sell tungsten concentrates at the present price 
until June 1956. 

Through the cooperation of the General Services Administration, one of our 
local purchasing mills, in Boulder County, is now enabled to construct a chemical- 
treatment plant which will make it possible for refractory Boulder County ores 
to be treated and conditioned to market specifications. This has not been pos- 
sible heretofore with certain types of ores. This plant should be ready for use 
sometime in June 

A comparatively small but widely existing and important problem has come 
about during the consummation of the above plan. The mine operators, who 
have been waiting many months for a broad local market for their ores and who 
have been existing only by the kindness of the purchasers in taking occasional 
small lots of the refractory ores, now must find ways and means of keeping their 
mines open for another 2, 3, or 4 months, until the two local mills are finally in 
shape to purchase ore. 
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This is because there are not sufficient funds available for purchasing a large 
quantity of ore before that ore can be immediately processed for marketing. The 
two local purchasers are not able to finance the purchase of 2 or 3 months’ mine 
production while completing their treatment plants. This is our immediate 
problem, and it will be a problem for the mine operators to hold on until they 
can sell enough ore to pay expenses 

I see that I have not stated this problem strongly enough. Allow me to re- 
emphasize it. The position of our tungsten-mine operators today is absolutely 
appalling. Not one single mine operator can meet the Government stockpile 
specifications. We trust that the new plant of Boulder Tungsten Mines, Inc., will 
be able to convert our ore into specification grade, but it is now a question as to 
whether we can hang on long enough to take advantage of that plant. And, if 
we can do this, it then will become a question as to whether one small plant will 
be able to take care of all the ore the district will be able to supply 

We urgently recommend, for reasons obviously beneficial to the national in 
interest, the passage of a bill to extend the tungsten purchase program for an 
additional 3 years, until July 1959, 

We are in wholehearted accord with the action of the Congress of the United 
States in placing the sliding-scale tariff upon imports of lead and zinc. We feel 
that this action has saved the lead-zine industry from complete collapse. We 
recommend the extension of this system of protection to all of the strategic 
and critical minerals which are produced commercially in the United States. 
While the tungsten-mining industry may, with some degree of safety, exist with 
out this protection during the life of the purchasing program, it will be of the 
utmost essentiality after the purchasing program is ended. 

In the Boulder tungsten district, we have given a great deal of thought to a 
long-range program which will enable the business to continue even when there 
is no national emergency. The requirements for such a situation seem to be 
mainly as follows: 

1. Accomplish sufficient research so that all Boulder County ores may be put 
into a No. 1 grade product, highly desirable to industry. 

2. Construct the necessary plant to make this product. 

3. Press for tariff legislation, so that competition may come about on the 
basis of foreign labur’s receiving $12 per day, instead of $1, rather than by 
American labor’s receiving $1 per day, instead of $12. This, of course, means 
that we support the Simpson bill. 

1. Lower costs for mining. Possibly this may be accomplished most efficiently 
by a miner’s cooperative for the district. Such an organization could be made 
to assume such duties as purchasing of all supplies, assaying, engineering, 
research, and marketing. Thus far, this seems to be a big order for a small 
group of miners, and if we pursue the plan, we may have to e¢all for help in 
making our start. 

We appreciate your kind attention to this statement of our problems and plans, 
and we will be glad to supply any further information that you may desire, if 
we are able. 

In summary, we submit that the tungsten industry, particularly in Boulder 
County, needs: 

(1) An immediate ore-purchasing fund; not a grant, but a loan secured b 
ore 

(2) Extension of the present purchasing program. 

(3) Long-range tariff protection 

(4) A cooperative effort, resulting in long-range markets. 

The CHatrman. After you get the plant built you will have this 
low-grade ore in such quantities the plant can’t take care of it: is 
that correct ? 

Mr. Smirn. If we can stay in business for the next 4 months. But, 
some of us are going broke right now. 

The Crarrman. Is that because the low-grade ore is so expensive 
tohandle? Is that what causes your trouble? 

Mr. Smirn. It is not so expensive. We have a different type of ore 
in our county, and there is no plant set up to handle it to put it into 
Government specifications. The Government specifications are based, 
probably, more so on scheelite, which makes a higher grade concen- 
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trate. But our ores will not meet Chose specificath ns without lemical 


treatment, and we have no facilities to do that. Myself, I Lv 
Stor kpile of about UU tons. And very | nt i have } the worid 
pene a a hill waiting for one of 1 ‘se plants. I am hold L 

iter out of this large mine with a small crew. 

That mine at one time was the largest prod icel the [ ted 
States, and there is still a lot of that low-grad a 
ow grade if it Can be har clled. But 1 haven’t fot enough money 
to hold the water. 

The CuairmMan. What do you think we can do to help you ? 

Mr. SmirH. Well, we urgently recommend, for reasons obviously 
beneficial to the national lnterest, the passage O1 t] vill the num 
ber of which has escaped me—to extend the tungsten-purchase pro 
gram for an additional 3 years. ‘That will give us some assurance 


of a market. 
The CHAIrMAN. When does that bill run out! Do y« i know that? 
Mr. SMITH. The } resent bill runs out in 1956. 
The CHAIRMAN. I has 2 or 35 more years. 
Mr. Murer. You want it extended for 2 or 3 more years alter lJob! 
Mr. Smiru. Yes. 
The CHarrMan. Any questions / 
Mr. ParTMan. No questions. 
Mr. McCun.ocnu. No ques tions. 
Mr. Mucrer. No further questions. 
The CHarman. You may ane rome statement with the reporter. 
Mr. Smiru. Thank you, 
The CHarrMan. Now we \ il have Mr. Parker of Teluride. 


STATEMENT OF CHARLES F. PARKER, VICE PRESIDENT AND GEN- 
ERAL MANAGER, TELURIDE MINES, INC., TELURIDE, COLO. 


Mr. Parker. My name is Charles F. Parker. I am vice president 
and general manager of Teluride Mines, Inc., who have their opera 
tions at Teluride, Colo. Mr. Chairman and members of the commit 
tee, 1 will be brief and to the point. 

My discussion v Il concern the operations of Leluride Tog ve you 
a little bac kground on our operations there, 'Teluride Mines is located 
near the town of Teluride, in SanMiguel County, southwestern Colo 
rado, in a region generally known as the Sans roam We have approxi 
mately 250 employees and the town of Teluride dep ds upon this 
industry for its existence, 

In 1952 we produc ed 6.778.909 pounds of metal] lead, and 8.996.253 
pounds of metallic zinc, 219.466 ounces of silver. and 17.600 ounces of 
gold; during whi h time we milled approximately OUU tons a day. 


In 1951, a necessity certificate was granted to increase the crushing 
plant and mill from 600 tons a day to 900 tons per day. This expan- 
sion program Was financed by the company and the mill was recently 
put into operation. This second mill unit having a capacity of 300 
tons per day will increase the above produ tion figures proport 
ately, manpower permitting. A year ago lead was selling at 19 cents 
a pound and zine at 1914. ‘Today lead is 12 cents and zine is 11 cents 
laterpreting those houres in somethn g that more understandable 


to you, this means that a year ago we were receiving approximately 
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$12,000 for a lead lot, and $8,000 for a zine lot. Today we receive 
$6600 for a lead lot and $4,400 for a zinc lot. 

Fixed charges, such as freight and smelting fees, have increased 
as well as labor and supplies. On the basis of the above figures our 
realization has decreased 45 percent in the last year. How many in- 
dustries can operate on this basis profitably? The camp has been in 
operation since 1875, and people in Teluride have homes and busi- 
nesses. If the mine were to shut down, Teluride would be a ghost 
town overnight. I might add that it did shut down in 1928 when 
the price of lead was 7 cents, and there was grass growing in the 
streets. Mining and livestock are the principal industries in San 
Miguel County. Approximately 40 percent of the taxes in the county 
are directly derived from mining and about 50 percent indirectly. I 
don’t mean that is a combination of the two figures. We have been 
operating at a loss running into thousands of dollars per month for 
some months, trying to hang on to see what is going to happen. Six 
months ago we thought that by now there would be some relief and 
we would know the answer. 

Today the price structure is much worse and we still don’t have any 
answers. Time is running out and we cannot operate much longer 
on this basis. At this point I want to point out that we could operate 
profitably on the proposed tariff plan under the Simpson bill. 

The Cnatrman. That is 1514 cents? 

Mr. Parker. Yes. If we cannot see some relief in the near future, 
I shall recommend to my stockholders that we shut the mine down in 
the ne future. 

The Cratrman. Mr. McCulloch? 

Mr. Mocn LLOCcH. No questions, 

Mr. Parman. No questions. 

Mr. Mutrer. No questions. 

The Cuarrman. Thank you very much for coming over and telling 
us about your mine. 

Mr. Jordan, of Alma? 

He is not here. We-will have Mr. Robert L. Jones of Leadville. 


(rive your name to the reporter. 


STATEMENT OF ROBERT L. JONES, JONES LEAD-ZINC MINES, 
LEADVILLE, COLO. 


Mr. Jones. My name is Robert L. Jones. I am a small operator. 
My small organization is known as the Jones Lead-Zine Mines of 
Leadville. 

Since this is a hearing which you Congressmen have so kindly 
extended to us miners in our time of trial, and since I am one of the 
witnesses, perhaps a very brief history of myself would not be en- 
tirely out of line. 

I graduated in 1932 from college, praise be, with a sheepskin that 
said very clearly that I was a mining engineer. 1 am afraid I really 
thought I was one. Mr. Ed Snyder gave me a job as a mucker at 
$3.25 a day. And then my educ: ation. got into first gear. I really 
had the world by the tail for jobs were mighty scarce “and $3.25 was 
really hard cash, with lead at 5 cents a pound and eggs at 10 cents 
per dozen. 
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During the next several years I held most of the jobs in mining 
from mucker to mine superintendent, plus 3 iets with the United 
States Bureau of Mines as mining engineer. 

In 1945 I thought I had learned enough about mining so that I 
could dare go out on my own hook. I got a lease on a Garibaldi 
mine in Leadville. Without any outside financing or Government 
assistance, or any assistanc e ontside of my own, I put in all of my 
savings and about 1 year's work before the first shipment of ore was 
made. Believe me, my education got right back into first gear, and 
I haven’t been able to get it out of that gear since. 

The Garibaldi mine is a small mine, but it has operated continu 
ously. Since 1946 it has produced about 4144 million pounds of lead 
and above 5 million pounds of zine. I think that is a fairly nate 
amount of lead and zine even though it is a small mine. 

Four and a half million pounds of lead should produce quite a stack 
of batteries. I wonder how many miles of sheet iron 5 million pounds 
of zinc would cover. The average assay of the last 45,000 tons of 
ore produced is a little over one-tenth of an ounce in gold, a little over 
2 ounces of silver, 4.8 percent lead, and 5.6 percent zine. At today’s 
price of 1214-cent lead, and 11-cent zinc, this ore brings the mine $9 
per ton. 

Gentlemen, I left Leadville Monday. Every time I leave Leadville 
and come to Denver, the price of lead goes down. It is 12 cents now 
so I have to do a little re ahi The ore at the old price brought 
$9 net mill. Now if my shotgun figure is correct, I think it would be 
about $8.60 per ton. That is the gross to the mine. 

My cost for labor and supplies is $10.30 a ton, which does not include 
any exploration or development work. Under present costs I must 
have a net mill return of at least $13 a ton in order to carry on any 
kind of exploration. 

In 1948, when lead was about 20 cents a pound, and wages about 
$10 a day, I bought a storage battery for the mine for 8600. Our other 
supplies were correspondingly low. Today, with lead down to 12 cents 
and zine at 11 cents, my wage rate is $15 a day, and that same battery 
costs me $900, approximately. Other supplies are at a record high. 

It is really and truly an impossible situation. During the past 7 
years my production has fluctuated wildly due to the uncertainties 
of the Government, the subsidy plan. It was a good plan, it was a 
good stopgap, but in my opinion it could have been better. And of 
late, the production has varied due to the vagaries of the market. 
The market has been jumping up and down, mostly down, like mon- 
keys on a string. 

My production has varied from 200 tons a month to 1,500 tons, and 
that is with a crew of about 25 men at the peak. During the past 12 
months, since the break in the metal market, I have been forced to 
lay off 80 percent of my crew, and have cut out all development work. 
I am not doing one foot of development work. I am now just picking 
out the eyes of the best ore, and am forced to let the rest of the mine 
cave in. It is too bad to lose these workings because under the proper 
price setup, this little mine could continue to produce a decent grade 
of ore for many years to come. As an illustration, gentlemen, I have 
at least 2,000 feet of unexplored ground yet to get to go ahead in. But 
I have absolutely no justification to suppose that I will ever be able 
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» produce a better average grade than I have produced during the last 
7 vears. It isn’t reasonable. It is quite evident that 1 of 3 things 
must happen to mining in the very near future: No. 1, the price of 
metals must increase substantially or, No. 2, we must have a sharp cut 
in the cost. of supplies and a severe cut in wages, a cut from $15 a day 
to $10 a day. A wage cut of such proportions is not practical because 
in this day and age a miner cannot live and raise a family decently 
on $10 a day. It can’t be done. 

No. 3, the m nes will continue to close at an ever-increasing rate. 
I don’t know, with the new price drop in lead, I am not sure if 1 cat 
I really don’t think [ can hold it open. 

Gentlemen, I have had a hard enough time getting my education 

n mining out of first gear without attempting to understand much 

about fore 1) aff: airs an al wo rl | trade. Far smarter men than | ap 
pear to be ha aving plenty of trouble on that score. There is no ques 
tion about it, it is a terrific problem. But it does appear to me that 
we have some mighty stiff competition from mines in low-wage-rate 
countries, countries where the wage rates range from 20 or 30 cents 

day up to $2 or $3. I am sure that our American labor is better 
than this foreign labor. Quite likely it is twiee as good or perhaps 
even 4 or 5 times better, but we certainly are not 15 or 20 times more 
efficient as our wage differential would indicate. I believe that we 
definitely need some form of tariff or tax on foreign metal to help 
equalize this vast difference in wage scales. 

Congressman Hill, I know you gentlemen are certainly with us, 
but if vou would give me a little headstart out of the room, I would like 
to Ssuy one little word i In regard to subsidy. 

[ am basically opposed to premium-price plans for any product. 1] 
feel that if one p yroduct is subsidized, if we subsidized lead, if we sub- 

idized butter and cotton, eventually we will have every article in the 

| nited States subsidized, due to various pressure groups and hes to 
necessity in the end. I worked under the premium-price plan that 
we had during the World War. I couldn’t have lived without it un 
der a frozen ceiling. It was a stopgap thing and I presume it did 
the job. At least I got by. But we were in hot water each and every 
year. 

When the Ist of June came around, we were forever wondering 
whether we would get extension to the subsidy. It just completely 
wrecked our mining program. We were working in year to year, 
whereas we must work with a 10-year future, with 10-year plans, not 
wondering if we are going to be upset the Ist of eac h June or July. 

Another thing is that one man could get an A premium. Some- 
body else down the line could talk well enough and he would get A 
and b, and another one—in my case I guess I could talk all right, 
because I came out with A, B,C. That C was a terrible thing to get. 

Now, if you subsidize butter, for example, butter being subsidized 
is priced out of my reach. So help me, I have not bought butter for 
many vears, and I love butter. I love it dearly. But I have eaten 
oleo. The price different ul bet ween oleo and butter is tremendous. 
If it was only just 50 percent increase above oleo, I would take the 
butter 

Now, if we can make our foreign competition work on an equal- 
cost basis, believe me, gentlemen, I can compete with our American 
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nes. As —_ as | am, I am not afraid of the Ame in Smelti oO 
& » Ret ining Co. They have done nothing but good for me in this cow 
try. I died. I sincerely believe, that the American Smelting & 


Refining Co. would not be mining in foreign mines if it had not been 
the will of the Government that they do that. Thev have been driv 


ing for years for these big companies to make fo1 nvestmet! 
| don’t believe that the large « Omipanies should be taken too severely 
Now, they haven't always been angels, I know. [ut believe me, if 
we could set up some sort of protection from thi cheap foreign labor, 
| can compete with the » Resur rection. So he Ip me, I ec: prod e ore 
talibolit bud { sea tarodading it toda yt th | ere | know that 
Resurrection Mining Co., which right next or to me, and 1 
am selling ore to Resurrect [ kno ibsolutel that the y cannot 
be making a profit. The reason that I can wiggle around and get 1 
under the line is because I am small enough, I am not faced with these 
New York overheads and San Francisco overhead I can pull in 


my horns. I am willing to compete on a direct basis, but I cannot 
compete against 20-cent labor, 30-cent, or $2. 

Thank you, gentlemen. 

The CHamman. Just a question or two. When you let these men 
go from your crew, what percentage of them, of the efficient workers 
if you should open up again in 3 or 4 months, do you think you could 

back ? 

Mr. Jones. Well, sir, I have no idea where those men have gone. 
I believe there are 2 or 3 within the town of Leadville, but I know 
definitely some of the men have gone into the airplane factories in 
Los oy cage: and I know we will never get those men back. 

The YHAIRMAN, That will be t true, probably, as a rule, in every 
mine ve is closed down. 

Mr. Jones. Yes, sir. I did forget to say that there is a very grave 
danger of the smelter closing. I do not have any of the figures from 
the Resurrection. I shouldn’t even be talking abou t these companies 
because I have no connection with them. But I am sure in my own 


mind that they cannot be making a profit. If they are not making 
profit, there is a grave danger of their closing. And if the Resur 


rection Mine closes, and the Arkansas Vall ‘vy Smelter close Ss. vel tle 
men, the State of Colorado is out of the lead-zine business. 

Then, as to the men, if these mines close down, these men will prob 
ably try to go into businesses, probably, Los Angel r San Fran 
cisco, In the factory business where the demand for ces ris still hig! 
Isn’t that true? 

The Cuamman. One other question: It has always been my own 
feeling that all Government subsidies were temporary ; isn’t that true? 

Mr. Jones. That is true. 

The CyHairmMan. Even this one on butter? 

Mr. JONES. Yes, gir. I know that butter men have a tremendous 
job. 

The CHAIRMAN. They are just the opposite of you. They are going 
to either have to get rid of their cows or turn them dry. 

Mr. Jones. Do you not think if they had a tariff to help them on 
unfair competition that they could compete among themselves ? 

The Cuarrman. It is my opinion that they would still produce too 
much butter. This is human nature. 
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Mr. Jones. I think that is absolutely true, sir. 

The Cuairman. So a subsidy is just a temporary proposition to, 
shall I say, take us over some rough bumps. That is all. I don’t 
know the reason Why subsidies have not worked. They just have not 
worked. That is all there is to that. 

Mr. Jones. Congressman Hill, there is one other thing. I really do 
not wish to bring the wrath of the large companies down on your head. 

The Cuairman. It could not hurt. you now if everything you tell 
usisthetruth. You are free from any danger. 

Mr. Jones. Some gentleman here mentioned the Van Stone Mines, 
American Smelting & Refining Co. operated. It is an open pit. I 
understand that that mine is being paid 1514 cents for zine under a 
floor W hich was established because the y borrowed a lot of money from 
the Government or something. Some big reason was there why they 
gave them that floor. That mine is an extremely low-grade mine, 
and I cannot for the life of me see how in the world the Americs an 
Smelting & Re ‘finery Co, can possibly make a profit even at 1514 cents 
on an ore “ the type that they are mining. So they do deserve and 
they 1 li ed : least hi IY, pe rhaps the ya aanlie need 17 cents for the 
zinc. But " maintain that if American Smelting & Refining Co. is 
entitled to LS, cents, and I don’ t care how many taillion dollars they 
borrowed from the Government in order to get under w ay, I maintain 
that my zine is worth 151% cents. I maintain that every man’s zine 
in the United States is worth 1514. And I most definitely maintain 
that an independent operator, one who is not bot rowing’ money from 
the Government, surely is the one that is entitled to 151, cents rather 
than the man who borrows these large sums and then is guaranteed a 
definite floor. 

The Cuamman. Well, I am sure the committee would agree with 
you on that. That small business is what we are trying to preserve 
and save in our economy. 

Any questions ¢ 

Mr. McCunt.tocu. No questions, but I would like to make a state- 
ment. I think Mr. Jones has given us a most able and conscientious 
statement. I think it is in the best American tradition. 

I am glad you came. 

Mr. Jones. Thank you, sir. 

The CHarrman. Mr. Ehrlinger, from the San Juan area. 

Please identify yourself for the record. 


TATEMENT OF H. P. EHRLINGER, PRESIDENT, LEAD AND 
CARBONATE MINES, INC., SILVERTON, COLO. 


Mr. Enrurmcer. Mr. Chairman and members of the committee: I 
am glad you brought up the suggestion of briefing these, and giving 
you copies, because in my case I dreaded having to read 11 pages of 
how to go broke in the lead and me indust ry. 


1 


The CnarrmMan. Does it take 11 
Mr. Enmuincer. It took me 11 pages to tell you how I was going 


broke and to make me realize it myself. Since these are all mimeo- 
graphed and you can read them at your leisure, I will just go through 
a couple of paragraphs of it here and there. 
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(Mr. Ehrlinger’s prepared statement follows :) 


STATEMENT BY Mr. H. P. EMRLINGER, PRESIDENT OF LEAD CARBONATE MINES, IN¢ 
SILVERTON, COLO. 


Gentlemen, it is my understanding that this meeting was called for the express 
purpose of presenting to the Members of Congress data concerning the present 
status of the small metal mine operators in the present crisis of high operatin 
costs in a low lead-zine metal market and with avid foreign competition. It mus 
be borne in mind that in presexting data on this subject that there can be as many 
different conditions to evaluate as there are mines reporting. It will be only 
through the consolidation of a group of reports such as this one that a full and 
comprehensive picture of the situation can be arrived at 

Each mine has a varied distribution of metal values in i “e Some may 
have gold values predominating and another may have zine values predominating 
The contents of the ore may vary in value depending on the predominant meta 
This is especially true of those mines that have the precious metals as byprod 
ucts. Costs, due to location of the mines, waste water elimination, geologica 
features, supply costs, and a host of other costs enter into the considerations and 
these may become quite involved when a simple answer is wanted for the present 
problem. 

For these reasons I will confine all of my remarks to our own property as 


I am quite familiar with it and have all of the facts and figures on which to bas 


my arguments. Our mine is a lead-zine property with byproduct values in gold 
silver, and copper. It is located in the San Juan mining district of southwestert 


y 
t 


Colorado at an elevation of 11,600 feet and in the most rugged terrain of thes 
United States. We are served, and I say that reservedly, by a branch 
narrow-gage railroad. This requires that all of the ores and/or con 

that are shipped out to a custom mill, or smelter, must be transfer) 
narrow-gage to broad-gage equipment. In the winter mont! | 

costly and arduous task and usually is just that. During I ! 
San Juan mining district is subject to the most severe weather conditions that 
may cause lost operating time from a few days to as high as 4 months as they 
did in 1952. 

In the past our labor costs have been approximately 65 percent of the tota 
income derived from the sale of the products of our mine. With the present low 
prices paid for lead and zine we have been forced to suspend all of the company 
operations, including our mill, and operate the mine on a split-eheck basis with 
our miners. Since the labor situation shows no signs of improvement, in spite 
of the depressed metal market, this so-called split-check lease is the only manner 
in which a small mine can operate under the present conditions 

During World War II when our property was enjoying the direct benefits o 
the A, B, and C premiums on the lead and zine produced, and I assure you tha 
we were enjoying them, we were enabled to expend these funds for exploration 
and development of our mine and to equip it with the most modern and efficient 
mining machinery. From these funds we were enabled to con 
pay for, a 40-ton-per-day differential flotation mill These ] 
not go into dividend payments, high salaries for the officers, o1 
We paid no dividends but plowed all of this money back int 
development of the mine. We had ore blocked out for 2 ye: 
exploration work for another 1 year’s work. We formulated 
operation of the mine that would render it one of the st 
district. Not only were these exploration and development 
of but the production record of the mine was at the highs 
and we felt that the future was secure 

These were the days when the small-mine operator, with 
the full share of the benefits from his ores and in every case 
operators expended these funds for the purpose of enhancing 
This was the purpose for which these funds were intended f 
the premium-price plan 

Right when the small-mine operators were in the midst of s work 
hottom was pulled out of the premium payments and the small operator 
left holding the bag. Since that period, and this is one of the blackest in m 
history, with metal prices fluctuating up and down, but mostly down: with 
labor and supply costs increasing until they are almost double what they . 
in the war period; with taxation in every conceivable form pyramiding and al 
other costs rising, the small-mine operator was forced to cut, and then final 
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suspend, all exploration work. This was followed with suspension of develo] 


nent work, so that at the present time he is mining today on what he has 
t of him and God only knows what he will have tomorrow. 

For this reason we were forced to shut down our milling operations and ship 
the ore produced each day to a custom mill for we could not operate the 1 
efficiently without broken ore reserves to insure steady operations. This w 
rreat loss to us but one that we had to take at the time feeling as most small 

erators do, that this situation would be corrected in the very near future and 

we would aga be able to operate as we should We have waited a lor 
time and so far nothing has been done to alleviate the situation and as a matte 
of fact it has worsened. 

Gentle n, this condition should not be allowed to exist, either in the light 
of national defense or in the conservation of our natural resources rhere 
o doubt but that it does exist and that at the present time it is worsening 

most imperative that something corrective be done about this now to protect 
the future of the mining industry lo survive on the present level of the | 
metal market the small-mine operator can only remove the higher-grade or 
In so doing he leaves about half of the ore in his lode in the stopes and these 
stopes may cave | become ruined by ground waters, be ox dized nd/or oth 
vise become impr ble to extract at a future date when the metal prices might 
make them profitable No matter what tl future prices may be, or the needs 


of our Nation are for these metals, these will be lost forever 


While it is mutually understood that the metal-mining industry as a wh 





s not in favor of a subsidy arrangement such as that formulated by the premium 
price plan, it is my opinion that this expression is fostered by the larger operators 
who have the custom mills and smelters that suck the lifeblood out of the sma 
mine operator 
It is my conf 


rmed thought that until such time as there is established a fair 
distribution of tl 


ie moneys obtained from the mining, milling, and smelting of 
the ores so that the miner gets his full share for his part in the process, the 
Federal Government will have to step in in some form to not only protect the 
small miner but save him from extinction. 

If you will look through the annals of mining history, there has never been a 
large lead-zine mine discovered as such. The history of a big mine usually 
follows the outline of a venturesome prospector locating a mine in the hills; 
a small group of venturesome men financing its development and initial opera 
tions through all sorts of trials and tribulations. After it has proven its 
potential, then the big companies come into the picture, buy it up, and the big 
mine is the result. 

If the small operator is driven to extinction, and he is being pushed along that 
path at a rapid rate at the present, what will be the future of the metal-mining 
industry in this country when the big mines are exhausted and no small ones 
are available? 

I have mentioned the unequal distribution of the funds we small-mine opera 
tors receive for our part in the chain of events in the production of metals from 
the ores. Probably this subject has never been brought to your attention 
Probably you have thought that when the prices of lead and zine are at the 16 
cents-per-pound level, this is sufficient compensation to provide profitable opera 
tions for all those connected with the industry. 

This, gentlemen, is not the case and to illustrate my point I have prepared 
a set of data from the returns received on some 2,545 tons of ore extracted from 
our mine and passed through a custom mill during the past year. The variations 
in the metal prices are shown in these summaries. It will be quite apparent, 
however, that these fluctuations do not make the great differences that would 
be expected from them to the small-mine operator due to the distributions taken 
for the various milling and smelting operations. 

I will not burden you with these figures at this time as I have had copies of 
this talk mimeographed and available for distribution so that you could study 
these at your leisure to observe what becomes of the metal values in the process. 
These sets of data are presented as follows: 





Table I. Gold return calculations 
Table II. Silver return calculations 
Table III. Lead return calculations 
Table IV. Copper return calculations 
Table V. Zinc return calculations 
These five sets of calculations on the returns received by the various parties 
concerned in the transition of ores from the mine to the final metal product 
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show the values as they exist: (1) In the ore as mined, (2) that obtained by 
the metal-mine operator as a gross payment for these values, (3) that amount 
retained by the custom mill for metallurgical losses, profits on milling and 
metallurgical efficiency which the custom mill does not share with the mine 
operator, hidden smelting charges and overcharges for moisture content of both 
the ore and the concentrates produced in the milling process, (4) that amount 
that the custom mill charges for milling of the ores, treatment charges that 
they have to pay to the various smelters and the freight charges to get the 
products to the mills and smelters and the metal products to the places of con- 
sumption, such as East St. Louis, Ill., for the zine and New York, N. Y., for the 
lead, and (5) the final payment that the mine operator receives after all of these 
deductions have been made. 

In this case I have shown these calculations in units of ounces of precious 
metals and pounds for the base metals. These are the same units used in the 
metal market quotations and in my opinion their use makes visual calcula- 
tions more simple to evaluate 

To make this picture more clear I have consolidated these figures and present 
them herein as follows: 


TABLE VI. CONSOLIDATED RETURN CALCULATIONS 


I want expressly to call your attention to these above-mentioned calculations, 
first in a general sense and then go into a detailed dissertation on the indi- 
vidual metals. This is the only manner known to me wherein it is possible to 
show that the operational costs are not only dependent upon the supplies and 
labor costs but also vary with the grades, contents, and quantities of the vari- 
ous metals contained in the ores. 

No doubt but that you will observe that with variations in the metal contents 
of the ore, but with a constant total sulfide content, mines can either be profit 
able, marginal or submarginal, depending upon the amount of zine that the 
ore contains. 

In general, the small-mine operator who utilizes custom milling for the bene 
ficiation of his ore gets a net payment of approximately 41.55 percent of his gold 
values, 48.15 percent of his silver values, 36.58 percent of his lead values, 2% 
percent of his copper values, and only 13.33 percent of his zine values 
mine is the producer, the custom mill and smelter are only the middlemen in 
the process; they take no risks yet observe the shares that these parties take 
of the total values. 

As a general rule the small-mine operator receives a just and fair return for 
the precious metals. Unless some mills put in a low-recovery figure, or an 
arbitrary tailings-loss deduction, the returns are about what would be expected. 
In the payment for copper, we realize that the copper content in the ore is 
rather small and that the copper is sold to the lead smelter in the lead concen- 
trate, which requires double handling. The mills pay us for copper at the 
market price of lead. sut we do not know why we should be paid for the 
copper at the lead price. This is one of the many points of contention that 
exists in the mind of the small-mine operator. 

In the milling of the ore to recover the lead and in the subsequent smelting 
it is believed that the metallurgical losses are not over 15 to 20 percent for 
both processes. As a general rule these are shown as about 30 percent in all 
settlement sheets. These deductions cut into the returns given to the mine 
operator unjustly. To these are added the items of moisture content in excess 
of that in the average product shipped. These various deductions take quite 
a cut of what the miner is entitled to receive from his ore. It is my opinion 
that the miner is not receiving his fair share of the distribution of values of 
his lead and that this should be in the neighborhood of 50 percent of the con- 
tained values rather than the 36.38 percent that he does receive. 

The most deplorable picture is the miner's net return for his zine metal values. 
While zinc is now quoted at 11 cents per pound on the metal market the mine 
operator gets only 1.34 cents per pound for his metal. Should the price of zine 
go up to 19% cents per pound he would get about 4 cents per pound for his 
zine. This shrinkage of from 10 to 15 cents per pound has never been satis 
factorily explained to the mine operators. Each time that I have questioned 
this shrinkage the answer seems to be shrouded in secrecy of purported metal- 
lurgical losses, high handling charges, ete., ete. After an inspection of the 
smelting costs of zinc concentrates over a long period of time it would appear 


24°7R_ Fa - 
34316—5935 —%4 












SS PROBLEMS IN THE METAL-MINING INDUSTRY 


that with all of the advances made in metallurgy during the past 50 years 
none have been made in zinc metallurgy. At least none have been made that 
would decrease the costs or increase the efficiency so as to compensate the miner 
in the payments for this metal. 

To be more specific, the usual treatment charge at a smelter for a ton of lead 
concentrates of 50 percent lead content is about $3.50 per ton whereas the 
treatment charge for a ton of 45 percent zinc content zine concentrates, when 
the price of zine is 6 cents per pound, is $36.50 per ton When the price of 
zine rises above 6 cents per pound and between 6 cents and 12 cents per pound 
then for each cent in rise of the zine price the treatment charge is increased 
$1 per ton. For every cent rise in the price of zinc above 12 cents per pound 
the treatment charge is increased $2 per ton. 

It is hard to convince me that the smelter treatment costs increase with the 
price of zine. If labor costs increase, this increase is charged directly to the 
miner in the labor clauses that are included in every zine smelting contract 
lo me this is a cut of the miner’s profits that the smelter takes, since the minet 
has very little choice to whom he sells his zinc product. It is true that there are 
zine smelters at Amarillo, Dumas, and Corpus Christi, Tex., Great Falls and 
Anaconda, Mont., and Silver King, Idaho, but compare the schedules and you will 
note that they are almost the same as far as these charges are concerned and 
the net return to the miner 

At the present market price of zine at 11 cents per pound, the treatment charges 
are about $41.50 per ton of concentrates. If the market price of zine should gx 
up to 19144 cents per pound, the zine smelter would receive $57.50 for doing the 
identical operation It is quite evident that any company in the zine smelting 
business would lustily oppose the use of a premium price plan when they can 
take a cut of this proportion as increased treatment charges from the miner 

It is my opinion that the present payments for zine by the smelters are unfair, 
unjust, and uncalled for and that they are the cause of the mine operator either 
not working his mine in an efficient manner to recover all of the zinc values in 
the ore, or worse, letting these zinc values go to waste as uneconomical to 
extract, 

rhere are nany examples of mine operations in the West in the early days 
when the zinc was sorted out of the ores and thrown over the dump prior to the 
introduction of differential flotation to recover the zine. The separation and 


subsequent flotation of zinc in a mill is the biggest expense so far as reagents are 
concerned, Today the end point has arrived where the operator can depress 
the zinc in milling so that it will not contaminate the lead concentrates, send 
it to waste in the tailings pond rather than go to the expense of saving it and 


selling it at a loss to the smelters 








One of the operators in our district has stated that with the present metal price 


of zine and the various deductions the mills and the smelters take that if only 
zine were contained in the ore he would have to have a 40 percent zinc content 
therein to operate marginally Naturally, ores of this grade are not in known 


deposits in this area and the case is purely hypothetical, but it does show what 


the situation is at present on this strategic metal. 

Now to return to the subject of premiums and the effect that they have 
had on mine operations and the mine operator, let me give you the following illus 
tratiot Under this plan the price of zinc was stabilized at 814 cents per 
pound of which the mine operator got approximately 1 cent per pound after 
milling and smelting. It is obvious that there would have been very few pounds 
of zinc mined and turned over for the national defense at this price. With the 
premium price plan and with the three premiums, the small operator got an addi 
tional 9 cents for each pound of zine so that he actually received 10 cents per 
pound for his zine metal. 

Gentlemen, this payment through the premium price plan was the prime reason 
why the small operator was able to develop and equip his mine, save the zine 
values that were needed at the time for the war effort instead of throwing them 
vay, and in general operate at a small profit. 

By increasing the price of metal as an incentive to mining of zine to duplicate 
e amount received from the smeiter under the premium price plan the price 
would be in the neighborhood of S1 per pound. Of this the smelters and mills 


woud 





*) cents per pound. Yhis price would probably wipe out the use of 
il there would be no market 


It would appear to me that the only method by which the miner who produces 





con be interested in so doing under the present zine milling and smelting 
deductions for services is to let is market price of zine stabilize itself through 
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the law of supply and demand, either with or without a protective tariff, since 
this price is controlled by the large zine smelting companies who have foreig! 
interests. Then through a Federal subsidy reimburse the miner for the differ 
ence between his realized price on net mill, or smelter, returns and an arbitrary 
10 cents per pound for the recovered zine in the ores 

Now, gentlemen, you have heard the various hbard-luck tal from the tongues 
of the various small mine operators and these are matters of fact; you know the 
present picture of metal payments by the custom mills and smelters and the 





amounts that are taken from the producer and you know ut the present tren 
is driving, or has driven, most of the small base meta ine operators out of 
existence. If this policy is allowed to continue, it will shut them all down with 
un Short space of time and many of the properties that are thus shut dow wi 
ever be able to open up again and resume operations in a time of nee¢ 

If a plan is formulated whereby the small mine operator ¢ get a fair share 
of his metal values; can explore and develop his property prope nd then be 
assured of a fair price for his products over a sufficient period to recoup his 
expenses for development and exploration, then there is some centive to be 
the mining business rhis is one of the most important to our country in tim 


of war. 
I state emphatically that the increase in the prices of lead and zine under the 


present unequal distribution of the proceeds between the ner, milling company 
and the smelter is not the answer however high these prices are raised Uhe 
problem is one of the protection of our national resources for the future by 
making it profitable for the miner to operate efficient! rhe iner is the pre 
ducer and custodian of our national resources ‘and he should not have to give 
the greatest percentage of his proceeds to the custom mills and smelters of the 


big companies 

It has always been my conviction that the Defense Production Act of 1950, as 
originally intended by the Members of the Congress, was intended to assist and 
aid the sinall mine operators, but after it had been worked out and administered 
by the group from big mining industry it was diverted to another trend and 
helped only those who could get financing from their own operations during tl 
period of exploration and development of their property 

In our case, we had a project for the sinking of a shaft and the driving of drifts 
from the bottom of the shaft We were required to match dollar for dollar of 
this expense with the Defense Minerals Act. It is only through the fact that we 
are sinking in ore that pays for our half of the matching funds that we were abl 
to utilize this act. If we had to do exploration work, where a f the funds were 
to be expended without any income from the operations, then e would not be 


uble to utilize it. A number of small mine operators find that they are in the 
same boat 
Let me put you straight on this item. I am not critical of the int 








I tent t the 
(Congress in what they wanted to do fe the mining industry in the ‘ 
Production Act, but I do want to state that it has beer iverted alr mit ad 
so that the small mine operaor, mining lead and zine, is no better off now than 
if there were no such act. Small mines need exploration ar evelopment work 
that they cannot afford to do under the present market prices of I ‘ rT 
they have no substantial cash reserves with which to do this work, and after this 
prolonged period of low metal prices with high operating costs they are in a 
worse position today than they were in 1950 
I do not propose to set out all of the inherent troubles now existing under the 
present conditions and leave the matter in the air. I have thought 1 how they 
can be corrected and I present them as follows 
(1) That legislation be enacted under the name of the Small Mines Protective 


Act, or some similar name, with the following provisions 


(¢) That a small mine be defined as one that produces not more than 100 tons 





of ore per ave operating dav. or 25.000 tons annua ( eu Aine, or lead 
inh ores, under normal operating conditions 

(b) That since most small mines have bee ile dve y 2 
during the past year, or two, and are prob the present tim 
if needed the Administrator be empowered te the mir s lo 
hank to meet his indebtedness for labor, Ss, equ ‘ LX¢ 
property payments, ete but not for dividet 9 ‘ su 
hot to exceed $25,000 The note is to run for » ve sw vinents 
to be made thereon for both principal and t f 5 pe 
royalty on all net returns from the custom en ‘ m t 





shipment of ores from the property 
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(c) That since most of the small-mine operators have exhausted all their 
cash reserves and probably have no working capital at the present time, the 
Administrator of the act be empowered to make a loan of not more than $10,000 
to the mine operator, repayable over a period of 5 years, on a sliding scale pro- 
viding time for development and at a nominal rate of interest. 

(d) That the prices as quoted on the metal market for lead and zine be 
allowed to move at the will and pleasure of the law of supply and demand. 

(e) That the Administrator be empowered to pay the small-mine operator the 
difference existing between what the small-mine operator receives per pound of 
lead and a set price of 12 cents per pound. The small-mine operator price re 
ceived shall be that shown on his mill or smelter settlement sheet before royalty 
payment but after all deductions such as milling, treatment, trucking, freight, 
ete., have been deducted 

(f) That the Administrator be empowered to pay the small-mine operator the 
difference existing between what the small-mine operator receives per pound 
of zine and a set price of 10 cents per pound. The small-mine operator price 
received shall be that shown on his mill or smelter settlement sheet before royalty 
payment but after all deductions such as milling, treatment, trucking, freight, 
etc., have been deducted. 

Needless to say these outlined suggestions above will have to be amplified, 
thoroughly defined, and properly covered in writing up an act of this type, but 
if the small-mine operator could get the prices outlined for his lead and zin 
metals over a period of 5 years, be sure that all of the money that he received 
from these reimbursements could be put into mine development and be recouped 
within that period, then he would mine his property in an efficient manner and 
the natural resources of the country would be protected. 


CONCLUSION 


Gentlemen, when we, as miners, mine some 2,500 tons of ore of a gross value 
of $95,214.53 and after custom milling, our percentage for the work, risk, and 
enterprise is only $27,454.16, or 28.9 percent, we have reason to question the 
present practices of the milling and smelting fees. When you consider that in 
the period we shipped $36,463.12 in zine metal, and received only $4,871.88 for 
that amount of metal at an average price of 13.6 cents per pound, then I say 
tariffs, higher prices, and the like, will never improve the zine picture We 
need a subsidy payment until such time as the inequities are corrected. 
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RESOLUTION 


Be it resolwed, by the Silverton Rotary Club, That this organidation feels the 
country should know of the disastrous results of low prices for the commercial 
metals—copper, lead, and zinc—now prevailing. 

As a result of this drop in the price of commercial metals, many mines in the 
West have been compelled to close down, throwing many men out of employment, 
with a consequent reduction in the income taxes formerly paid by them and 
the companies which employed them. Such results are increased by the reduction 
in purchasing power of these miners now out of employment. This is far-reach 
ing in effect because the machines and explosives used in the mines here are manu 
factured in various parts of the country; and the food to sustain these miners 
and their families is not grown in the immediate vicinity of the mines employing 
the men, but comes from other sections of the country which will be adversely 
affected by the loss of this market. 

We believe it will be to the advantage of all sections of the United States to 
take measures which wili insure greater and continuous operation of the metal 
mines of the West. 

STATE OF COLORADO, 
County of San Juan, &s: 

I, Carl A. Larson, hereby certify the above and foregoing to be a true copy of 
a resolution passed by the Rotary Club of Silverton at a meeting held April 8, 
19535. 

Made and certified this 10th day of April 19553. 

Cart A, Larson, Secretary. 

The Crarmman. Thank vou very much, Mr. Ehrlinger. 

Any questions ? 

Mr. Mv rer. I just want to say this: Mr. Ehrlinger has passed over 
it, but it is in his main statement on page 8 He passed over it. He 
states that in the Defense Production Act of 1950 we did write into 
the law provisions which would help the small miners, but unfortu 
nately in the administration it worked out to help only the big miners, 
which lends strength to the pont I made. If we can write these pro 
visions into the Hill bill, I think the small miners would get the help 
they can get. 

The Cuairnman. Thank you very much. 

Before we continue, let me say it looks like we are vroing to have 
plenty of work for tomorrow. If there is anyone that can’t come back 
tomorrow, we can probably hear one more witness. Is there anyone 
that cannot come back that is listed for testimony / / We could prob 
ably take one more. 


STATEMENT OF WESLEY D. BUSH, EXECUTIVE SECRETARY, 
CHAMBER OF COMMERCE, TOOELE, UTAH 


Mr. Busu. I am Wesley D. Bush. I am the executive secretary of 
the Chamber of Commerce of Tooele. 

The CHarrman. Utah? 

Mr. Busu. That is right. 

The Cuarrman. Tomorrow morning we are going to start, so they 
tell me, at 9:30 sharp. Now we will hear Mr. Bush and then we will 
adjourn for the day. 

Mr. Busu. In order to save time, Mr. Chairman, I will give you that 
letter, which is from our city council, signed by the city councilmen, 
addressed to our congressional representative. That is your copy. 

The Cuarrman. Do you want to file it? 

Mr. Bus. Yes, sir. 

The Cratrman. All right. 
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Mr. Busu. Here is a letter authorizing me to speak for the chamber 
of commerce, of which I am a member. 

The Cuairman. We will put it in the record. 

(The letters referred to follow :) 


APRIL 20, 1953. 
Hon. Wiit1amM A. DAwson, 
House of Representatives, 
1205 House Office Building, Washington, D. C. 

Dear CONGRESSMAN DAwson: The problems facing our lead-zinc industry 
have prompted the Tooele City Council to take some positive action toward 
the solution of this serious economic situation. 

The citizens of Tooele City for many years have been dependent upon the 
smelting and mining industry. During recent months the local plant of the 
International Smelting & Refining Co. has been shut down due to a shortage 
of ore to process. This shortage, according to the smelting officials, has resulted 
from the inability of the marginal mines to produce ore at the prevailing metal 
prices. It appears, therefore, that the price of metals, particularly lead and 
zine, is the prime factor in the dilemma in which not only our citizens are ex- 
periencing but all those allied industries and businessmen who depend upon 
the payroll and metals produced by this important industry. 

From the foregoing it is the desire of our official body representing the citizens 
of this community to do everything within our power to alleviate this economic 
crisis. It is with this thought in mind that we urge you as our representative 
to exert all the influence of your office to work out an amicable and fair solution 
to the problem. The details in this matter facing the lead-zine industry are 
not known to us, and we must of necessity rely upon the Congress of the United 
States to obtain the facts and act accordingly to preserve our economic well- 
being. 

Your consideration of this appeal will be greatly appreciated by everyone in 
this area and by the city council in particular. 

Yours very truly, 
TooreLte Crry CounNcit, 
W. C. Tate, Mayor. 
A. W. RHONE. 
FRANK McKetrar. 
W. BrevAN ANDERSON. 
GEORGE NELSON. 
JACK CLARKE. 


UTrauH CHAMBER OF COMMERCE EXECUTIVES, 
Springville, Utah, April 17, 1958. 
Mr. Westey D. Busa, 
Manager, Chamber of Commerce, 
Tooele, Utah. 


Dear Mr. Bus: After talking with the directors and other members of our 
organization, I find we are unanimous in believing the Federal Government 
should take such steps as are necessary to stabilize metal prices, particularly 
lead and zinc, so mines in Utah will continue to operate. A sliding tariff seems 
the logjcal solution, but some other means may be found to protect our mining 
industry from the lower prices of foreign imports. 

I wish that you, as a director of the Utah Chamber of Commerce Executives, 
would present our views to the Small Business Committee of the House of 
Representatives at their hearing at Denver, April 22 and 23, and urge that action 
be taken on this matter. 

Yours truly, 


J. A. Mitier, President. 


Mr. Busu. Before I start, I would like to say that I am not a 
member of any special mining or industrial group, nor am I connected 
in any way with any labor group. My purpose in coming here is 
because my hometown is generally concerned with the present condi- 
tions under which the lead-zinc industry is operating, and, frankly, 
I am too. I am not as experienced in these matters as most of you 
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gentlemen are, and certainly I am not among the wisest of you. But I 
think I am wise enough to realize what is going to happen to us 1f our 
domestic producers have to continue to compete with tariff-free foreign 
lead and zinc operators who are now operating almost completely free 
of the tariffs which protected them when they worked mines in this 
country. ‘ 

Take, for example, what has happened in my own town. I live 
in Tooele, Utah, which has a population of about 9,500 people. On 
December 31 our local plant of the International Smelting & Refining 
Co. shut down because the operators covld not buy lead and zinc to 
process at a profit. It threw about 400 men out of work. In the 
4 months they have been unemployed a total payroll of nearly $500,000 
has been lost to our town. The economic consequences of this shut- 
down are serious. A half-million-dollar loss to a town as small as ours 
results in a real recession. Multiply this by the other hundreds of 
towns large and small depending upon an industry thus affected and 
it is easy to see what the overall effect is going to be. 

That is why I say it does not take a wise man to perceive the future 
of our domestic metals industries. 

When a situation occurs such as the one-we have presently, with the 
free-trade system being in operation, who is going to suffer besides 
the metals industry? Everyone will suffer: The wage earner because 
he can’t compete with the foreign goods flooding the country by labor 
receiving less than $5 a day; the wholesaler because his business de- 
pends on retail business which is in turn patronized by the working 
people; farmer because unlimited food imports have already staggered 
many of them and only Government subsidization can prevent their 
complete collapse; the retailers because their customers will no longer 
be customers if they haven’t the money to buy; the manufacturer 
because he cannot compete with foreign goods and cheap foreign 
labor ;and the Government. worker because he is dependent upon the 
wages of all these people who pay Federal, State, county, and city 
taxes. 

Europeans and other foreigners pay no taxes on the coods they ship 
into our country. According to the National Federation of Inde- 
pendent Businesses, free trade will profit only a handful of the Ameri- 
cans, those who have holdings abroad. More than 90 percent of all 
Americans will suffer by tariff elimination. 

America is a rich market with less than 7 percent of the world’s 
population. Yet we own more than twice as many automobiles and 
telephones as the rest of the world. This did not happen by chance 
but because free enterprise made it possible for every average man to 
buy a home, car, radio, television, and so on, Now cartels of Europe 
have stamped out free enterprise and promoted communism. They 
have ruined the ability of the European to buy our goods. Now we 
are asked again to become an economic colony of Europe. Free po- 
litical institutions cannot survive in a system that permits monopoly 
control of economic enterprises. World free trade would be ideal but 
cannot succeed with slave labor. With all the lead being brought to 
this country, say, from such countries as South Africa and Yugoslavia, 
let us see how many of our goods are being exported to these areas. 

Do we sell very many automobiles to South Africa or Yugoslavia, 
or refrigerators, radios, or television sets? Of course not, because 
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trade with them is almost a one-way proposition and we are the ones 
on the short end. But back to my home town. 

More than the manmade recession that has happened is the unstable 
condition of the working people. Even when the smelter is in opera- 
tion there is a feeling of insecurity that the industry at any time may 
fold up again and they would be unemployed. These people cannot 

plan to buy anything they do not absolutely need. Lending institu- 

Bohs are hesitant to grant loans to them because of this. They are 
unsettled, confused, and discontented under these conditions, and they 
need not be at all. Gentlemen, we need the sliding tariff or some 
similar grant. We need to keep these folks working. 

Like I said at the beginning of this statement, 1 am not connected 
with any of these industries, but because I am concerned with the 
effects this situation is having on my neighbors and friends, I am 
ready to stand up for the things I believe will a them. I know 
that you would be just as ready as I am to stand up and fight for 
anything that would help your town or your country. 

The Cuamman. Thank you, Mr. Bush. 

Are there any quest ions ? 

Mr. Busi. I would like to leave this with you if you would please 
return it to the man whose name is on there. It tells about the same 
thing in the community of Park City, Utah. 

The Cuatrman. If you want this put into the record, I am not sure 
we can return it. You better have an extra copy made for us. That 
would be the surest way for you to get it back. It is going to go 
through a good many hands before we see it again. 

Mr. Busn. All right, sir. 

The Cuarrman. I want to thank all of you for your fine attention 
today, and to ask all of you to be back, if you can, by 9: 30 tomorrow 
morning and we will try to finish. 

(Whereupon, at 5:10 p. m., the hearing was recessed to reconvene 
at 9:30 a.m. the following day, Thursday, April 23, 1953.) 











PROBLEMS IN THE METAL-MINING INDUSTRY 
(LEAD, ZINC, AND OTHER METALS) 


THURSDAY, APRIL 23, 1953 


House or REPRESENTATIVES, 
SeLecr Commirree ‘To Conpucr A STUDY AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BuSINEss, 
Denver, Colorado. 

The committee met at 9:30 a. m., in room 321, Brown Palace Hotel, 
Hon. William S. Hill (chairman) presiding. 

Present: Representatives Hill, McCulloch, Patman, and Multer. 

Also present: Bynum E. Hinton, committee counsel; and Carl 
Davis, staff director. 

The CHairMan. The committee will come to order. 

We will proceed from where we stopped last evening. The first 
witness I will call will be Mr. John Shaw of the Office of the Bureau 
of Mines, who wishes to read a short statement. 

If you will take the witness stand, please, we will proceed. 


STATEMENT OF JOHN F. SHAW, MINING ENGINEER, UNITED 
STATES BUREAU OF MINES, DENVER, COLO. 


Mr. Suaw. I am John F. Shaw, mining engineer, United States 
Bureau of Mines, 224 New Custom House, Denver. I have a statement 
here that will illustrate the extent to which the defense minerals ex- 
ploration program has helped small mine operators in this region. 
At the present time, region 4 of the Bureau of Mines includes the States 
of Colorado, Wyoming, Arizona, New Mexico, ond Utah. In that 
region we have a total of 108 contracts in force. The total amount of 
these contracts is $6,934,213.91. 

The total amount of Government participation is $3,929,098.94. The 
contracts having a total value up to $10,000 are 28. The number of 
contracts having a total value over $10,000, including $25,000, is 40; 
over 25,000 up to and including 50,000, there are 18; and over $50,000, 
up to and including 100,000, there are 12; and over 100,000, there are 9. 

The cumulative total for that breakdown is as follows: Up to and 
including 10,000, there are 29; up to and including 25,000, there are 69; 
up to and including 50,000, there are 87; up to and including $100,000, 
there are 99; and over $100,000, the total cumulative would be 108. 

The accumulative percent: There are 27 percent up to $10,000; 64 
percent up to $25,000; 81 percent up to $50,000; 29 percent up to 
$100,000 ; and then over $100,000 would be the other, which shows over 
81 percent of the 2 contracts at the present time are less than $50,000. 

The Cuarrman. That is the question I was going to ask you. The 
loans have been made to the small main operators ? 
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Mr. SHaw. Yes. We have a number of them which are just two 
men, where maybe there is just a man and his partner. The smallest 
one we had was $1,820. 

The CHamman. Let me ask another question. Could you tell us 
quickly what mineral you made the most loans on? The majority 
are on what? 

Mr. Suaw. The majority would be lead and zinc. 

The CHarrman. Have you made any loans on uranium mines for 
exploration ? 

Mr. Suaw. Yes; we have. I think I have a breakdown by com- 
modities here. 

The Cuarrman. Could you file that with the committee, too, so we 
would know what mines are getting loans, what type? 

Mr. Suaw. I have a complete list of the contracts in force. This is 
as of April 6. There is another list which gives the contracts that 
have been terminated; that is, the work has been completed. I have 
a third list which breaks down the contracts that were canceled. 
These canceled contracts are ones on which no work has been done. I 
believe in every case except one those terminations were by mutual 
agreement. 

The Cuatrman. Would you mind filing that with the committee? 
I do not know that we will include it with the final report, but we 
would like to have it. 

Thank you very much, sir. 

(The material referred to follows :) 


I. Total number of contracts in force 108 
Total amount Government participation $3, 929, 098. 94 
rotal value 6, 934, 213. 91 


II. Total number of contracts 


Cumulative;|Cumulative 


Number erce 1 
— Percent percent total 
Up to $10,000 and inclusive of $10,000 29 27 27 29 
Over $10,000 and inclusive of $25,000 40) vi 64 69 
Over $25,000 and inclusive of $50,000 18 17 81 87 
Over $50,000 and inclusive of $100,000 12 11 2 99 
$100,000 and over Q S 100 108 
Exploration project contracts, terminated 
: Money 
. Govern- , . : 
. Contract : t sper y 
Docket State saeeaiean Company ment par- 3 — » = ” 
' J alue overn- 
ticipation —_ ae 
ment 


103 | Wyoming Idm-E28 Continental Sulphur & Phosphate | $39, 705. 00 $79, 410 $19, 751. 51 


Corp. 
260X A Arizona Idm-E32 Banner Mining Co 63, 393. 00 126, 789 46, 355. 30 
344 | Arizona Idm-—E20 Ike W. Kusisto 7 2, 500. 00 5, 000 2, 500. 00 
789 | Colorado Idm-E71 Erickson & Baer ad 1, 600. 00 3, 200 960. 17 
838 do Idm-E90 Tungsten Mining Co., Ine 7, 500. 00 10, 000 7, 500. 00 
1050 do Idm-E35 Utze Lode Co 10, 000. 00 20, 000 10, 000. 00 
1093 | Arizona Idm-E110.| American Ashestos Cement Corp-_| 111, 482. 10 123,869 | 114, 416.94 
1107 | Colorado Idm-E79 Tom C, Stanford _| 16, 687. 50 22, 250 16, 056. 30 
1323 do Idm-E316_| Ute Mining Co . 1, 500. 00 3, 000 1, 500. 00 
1479 | Utah .-| Idm-E222.} Canary Mining Co 24, 052. 50 26,725 | 22,052. 50 
1702 | Colorado Idm-E61 Cherokee Mines 21, 600. 00 24, 000 21, 251. 17 
2492 |.....do._...| Idm-E401.| Empire Mining & Engineering Co 2, 712. 50 5, 425 2, 712. 50 


1 Subject to audit. 








New Mexico 
22 | Colorado 
467 | Utah 

473 | Colorado 

) do 


651X | Utah 
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i 1180 | Colorado 
1191 do 
1226 | Arizona 
1402 | Utah 
048 | Colorado 
1474 do 
1549 | New Mexico 
1616 | Colorado 
1765 | Utah 
1931 do 
1938 | Colorado 
2026 do 
2100 do 
2155 | Utah ~ 
0044 | Colorado 
2759 do 


1 Contract revoked by amendment No. 1 


Approved exploration project contracts in force as of Apr. 6, 


Docket 


State 


tah 
.do 


64 | Colorado 


86 | I 


110 | Color 


ado 


113 | Utah 


115 | Colorado 


171 | Utah 


234 do 


269X-B | Arizona 


270 | Colorado 


371 


New Mexico 





34376 





© 
ee 
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Exploration project contracts, canceled 


Cre » - 
Contract Company os at Total 
number ee icine Bion value 
Williams & Bradbury $s 1). 00 | $167, 400. 00 
Bonita Mining & Development Co., Inc 100. 0 18, 000. Of 





N. FE. Nash ; 750. ” 
bonita Mining & Development Co., Inc 16, 399. 5 » 0K 


Idm-E3s 





Idm-E47 George L. & Arthe Beardsley 4 14, 814. 0 
Idm-E170 Star Dust Mines, Ine 4130. 04 15, 240. 0 
Idm-E66 Cement Creek Leasing Co 4 4.8 
Idm-E293 John & Fred Joyce 850. 0 23 
? Eugene J. Meyer 105. Of 1 19 
Heber Lion Mining Co 2 FOO 5 OOO. Of 
Uranium Co. of America 22, 500. Of 25, 000. 00 
Idm-E19 Frank Landauer 0. Of 15, SOK 
Idm-E 448 Mathis & Mathis 14, 20 OR 4 ”) 
Idm-E157 Curtis C. Johnson ) 000. Of 
Idm-E290 Lakeside Monarch Mining Co 0 100. 00 
Idm-E260 White Canyon M ig Co 47. 138.4 2 376. 00 
Id Anaconda Lead & Silver Co ), N00. Of 10, 000. 00 
Id A. N. Swee 22,3 44.72 } 
I A. F. Eecker, M. F. Brown, and Ray y 13, 500. 00 
Munro 
Abe Day ) ). OF 10, 900. 0 
Outlet Mining Co 9 11. 237 
Lupton Mining Co., I 8, 00 16, 000. 00 





and funds added to contract [Idm-E6 


1953 
Company, contract number 


ind date G é me 


Chief Consolidated Mining Co ) 



































Chief Consolidated Mining Co. (lead-zine), contract ||, : sal a 
signed June 12, 1951 No. I-DMA-E4 13 
1951, work started, 

W. I Moenke, the Carbonate group « inpatente 1. 500. 00 1, 509. 00 
mining claims (lead-zine,, Minnesota and Breck 
ridge Mining Districts, Summit County, Col 
July 3, 1952, contract ldm-E368 signed 

Combined Metals Reduction Co. Ben Harrison and l WK 111, ™ 0 
Muirbrook mines (lead-zinc), Rush Valley Mining 
District, Tooele County. June 7, 1951, contrac 
I-~-DM A-E7 signed. June 17, 1951, work started 

New Park Mining Co. Mayflower Mine (zinc-lead 17. 6 ) 
Park City Mining District, Wa *h County. M 
$1, 1951, contract I-D MA-E5 1. June 1, 19 
work started. 

Callahan Zine-Lead Co. Victor, Morning Star, a 85, 994. 04 85, 994. 04 
Akron mine (zine-lead), ‘Tomichi Mining Dis t, 
Gunnison County. May 25, 1951, contract -DMA 
E2 signed. May 26, 1951, work started 

New Quincy Mining Co New Quincy lea " 12 
mines (lead-zinc), Wasatch and it Cou 
Feb. 28, 1952, contract Idm-E 1M 
1952, work started 

Lupton Mining Co. Grizzly mine 41, 180. 5 41, 180 
Creek County. June 7, 1951, contr 
E6 signed. June 7, 1951, work started (amend 

West Park Mining Co. Wasatch nu le quarry lod 8 ‘ 8, 100. 
mining claim (copper), Wasatch Count Apr. 11 
1952, contract Idm-E291 signed June 18, 1952 
work started, 

Privateer Mining Co. Fva lead-zine mine (lead-zin« 4 " 1, 031 
Juab County. Mount Nebo Mining District. Au 
2, 1951, contract |-DMA-—E95 signed. Aug. 15, 19 
work started. 

Banner Mining Co ['win Buttes mine (zinc-lea 7, 894. 50 67, 894 
Pima County, June 30, 1951, contract No. I-/- DM 
E33 signed. Aug. 15, 1951, work started 

Montana Mining Development Co. The Ben Har 7, 500. 7, 500. 0) 
rison and Croesus Lode mining claims (lead-zi 
U. 8. Mineral Survey No. 638!, Trail Creek M 
District, Clear Creek County Feb. 19, 1952, co 
tract Idm-E261 signed. Aug. 18, 1952, work sta 

Peru Mining Co. (lead-zine), Grant County 112, 500. 0 12, 500. 00 


Central Mining District, Grant County J 
1951, contract 1-1) MA-E67 signed. July 23, 
work started, 





8 
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Docket State 
Arizona 
434 Colorado 

is7 ‘ 


606 Colorado 
62 ac 
14 d 


967 | New 

89 | Utah 
993 do 
1094X do 
1098 de 
1099 X do 
1100 do 
1111X| Colorado 


1167X do 


1173X | Colorado 


1225X do 


1243X do 
1297X do 
1303 


Arizona 


1309X | Utah 





PROBLEMS 


Mexico 


IN THE METAL-MINING 


Company, contract number and date 
Sherwood B. Owens Abril mine (zinc-copper) Co 
chise County Nov. 14, 1951, contract Idm-—E210 
j Dec. 1, 1951, work started 
Lead-Carbonate M ine Inc. Iead carbonate mine 
zine-lead mm Juan County June 21, 1951, con- 
tract I-DMA-E15 signed. June 23, 1951, work 
ad 
Silver Bay ming Black Hawk & Occidental (lead 


27, 1951, contract No 
1951, work s 
Antler mine 

Dec, 19, 1951, 


zing in Juan County. June 
I-DMA-E26 cigned June 2 

Yueeca Mir & Milling Co 
lead-zin Mohave County. 
Idm-E232 signed 

Metals Corn 


tarted 
copper, 


ontract 








U. Ss Henrietta mine (lead-zine), Sil 
verton, San Juan County June 27, 1951, contract 
I-DMA-E29 signed. Juiy 6, 1951, work ted 

Cadwell Minir Co. Hayden shaft lead-zine), 
Lead June 28, 1951, contract I-DMA-E34 
s une 28, 1951, work started 

United Mining & Leasing Corp. Gilpin-Fureka- 
Essex mines (lead-zinc), Eureka Mining District, 
Gilpin County Aug. 13, 1951, contract Idm-E109 

gned Au 14, 1951, work started 

American Fork Consolidated mines. 9 mining pat- 
ented lode claims (lead-zine), Utah County Mar 
29, 1952, contract Idm-—E285 si 1 


8 mining lode 
Peak Mining 


1952, contract 


Black Hawk Consolidated Mines Co 
claims (cobalt-uranium Bullard 
District, Grant County Apr. 11, 





Idm—E289 signed. May 16, 1952, work started 

Harrington-Hickory mine (lead-zine), Beaver County 
Sept. 4, 1951, contract Idm-E131 signed. Sept. 17, 
1951, work started 

East Utah Mining Co. Mountaineer and Mountai 
neer No, 1, Norris & Evans No. 1 (zince-lead-copper- 
gold-silver Blue Ledge Mining District, Keetley, 
Utah County Aug. 17, 1951, contract Idm-E119 


Sept. 11, 1951, work started. 
Mining Co. Naildriver mine (lead), Wa- 


signed. 
Naildriver 


satch County. June 22, 1951, contract -DMA-E16 
signed. July 27, 1951, work started (amended 
Combined Metals Reduction Co. Butterfield unit 


(lead-zine-silver), Salt Lake County 
contract I-DMA-E13¢ signed 
work started 


Aug. 16, 1951, 
Aug. 25, 1951, 


Park Utah Consolidated Mines Co. Keetley unit, 
Blue Ledge (lead-zine), Park City Mining District, 
Wasatch County Aug. 6, 1951, contract Idm-E100 
signed. Dec. 3, 1951, work started 

Park Utah Consolidated Mines Co. Judge unit 
(ead-zine), Park City Mining District, Wasatch 
County June 25, 1951, contract x[I-DMA-E21 


signed. 
Treasure 


July 16, 1951, work started 

Mountain Gold Mining Co. 5 patented 
mining claims (lead-zine), Eureka Mining District, 
San Juan County. Sept. 6, 1951, contract Idm-E135 
signed. Oct. 19, 1951, work started. 

Henry E. Kolego. Porcupine property (lead-zinc), 
San Juan County. Sept. 26, 1951, contract Idm 
E163 signed 

John A. & Ben A lhirty, 


Smith. Burleigh, Seven 


Dives-Pelican, Phillips, and Dunkirk (lead-7ine), 
Clear Creek County. June 28, 1951, contract I 
DMA-E37 signed. July 3, 1951, work started. 





Callahan Zine-Lead Co., Inc Lelia, Etta, Sedalia, 
Silvery Bayonet, Nest Egg, Eureka and A. M 
Lehigh patented mining claims (lead-zine), Gun- 
nison County. Jan. 11, 1952, contract Idm-E‘ 


23, 1952, work started 

Bachelor Development Co. Portion of Bachelor mine 
(lead-zine), Ouray County. July 27, 1951, contract 
Idm-E86 signed. Aug, 8, 1951, work started. 

East Ridge Co. Andrus mines (lead-zine), San 
Miguel County. June 29, 1951, contract I-DMA 
E39 signed. June 29, 1951, work started. 

Yuma Metals, Inc. (lead-zine), Red Cloud Mining 
claim, Yuma County. Dec. 3, 1952, contract Idm 
E371 signed 

Plateau Mining Co., Yellow Circle group of claims 
(uranium), San Juan County. Oct. 23, 1951, con- 
tract Idm-E192 signed. Nov. 19, 1951, work 
started 


signed. Jan 








Crovernme 


$31. 


17, 


89, 


INDUSTRY 


963. 00 


061. 00 


}, OOD. OO 


, 019. 00 


, 000. 00 


2, 063. 00 


550. 00 


, 000. 00 


994. 00 


7, 600. 00 


, 300. 00 


, 500. 00 


5, 305. 00 


, 251. 50 


, 090. 00 


, 500. 00 


7, 049. 60 


00 


5 O19 


to 


30, 


, 000 


, 063 


, 000 


, 004 


7, 600 


, 300 


, 500. 


5, 305 


O90. 


, 500. 


, 804 


3. Of 


00 


00 


00 


00 


UO 


00 


UU 


UU 


U0 


00 


OU 


00 


40 
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1387X 


1392 


1429 


1447X 


1463X 


1528 


1631X 


1651 


1685X 


1701 


1708 


1776 


1801 


1870 


1896 


State 


Colorado 


W yoming 


New Mexico 


Colorado 


do 


Utah 


Colorado 


do 


New 


Mexico 


Utah 


Colorado 


Utah 


do 


do 


Arizona 


do 


Colorado 


Utah 


PROBLEMS IN 





THE METAL-MINING INDUSTRY 
ip? 6, 1953 


Company, ntract number and date 


The Realty Co. B 
Quartz Hill Mini 

















), 1951, contr gned Oct. 2 } 
work started 
Kenneth L. Ports Hope Placer, Brit tone 
Brutch sulfur deposits 1 I Hot 
County Aug. 23, 1951, contract I E124 
Sept. 22, 1951, work started 
U. 8. Smelting, Refinir & Mining C B 
mine, Grant County inc-lead), Jan. 1 ly 
tract Idm-E237 sig Feb. 1 k starte 
Potter & Sims Ortiz mine g t I 5 i 
Fe County May 6, 1952, contract ] ( os 
Jur , 1952, work started 
Cecil R. Woodman. Yellow Hammer and other ), 284 
(tungsten), Clifton Mining District, Tooele ¢ 


ty. Nov. 29, 1951, contract Idm-—E 224 signed 
11, 1952, 


work started 





J. Walter Duncan, Jr. 17 unpatented mining cl RB R71. Of 
uranium), White Canyon Mining Distri Sa 
Juan County, Mar. 4, 1952, contract Idm-E269 
igned. Apr. 1, 1952, work started 

Cold Spring Tungsten Co., Ine. Cold Spring and 1 ( 
others (tungster Boulder County July 
contract Idm-EM signed. July 16, 1952, work 
st irted 

Leadville Lead Corp. 7 pate ining clai ‘ 
lead-zinc), Horseshoe Mining et, Park Cou 
ty. Feb. 1, 1952, contract Id: igned. Fet 
1, 1952, work started 

William Cleghorn patented lode ( 


lead) Utah County. Mar. 20, 1953, contract Idm 
E498 signed 
lhe Moreno Cripple ¢ 


reek Corp Silver Queen me 8 1). Of 














(lead-zine-copper), San Juan County July 2 
1951, contract Idm-E84 signed July 26, 1951, work 
started 
Shelby Johnson. 10 Diamond Drill Holes (lead-z 4, 900. OF 
Mosquito Mini District, Park County I 
1951, contract I-DMA-E27 signed July 18, 1952 
work st irted 
John 8S. Keifer, Eureka mine (tungsten), Sugar Loaf 0. Of 
Mining District, Boulder County July 6, 19 
contract I-DMA-—ES53 signed July 24, 1951, w i 
tarted (amended 
Clark-Mathis, Watchdog and other ms (zinc-lead f A 
res Hermanas Mining Dist Luna ¢ 
Nov. 23, 1951, contract Idm-E193 signed. Jan. 22 
1952, work started 
The Excalibur Uranium Corp., Inc 8 unpatented 63. 7¢ 
mining claims (uraniun Bow Knot area, Emery 
County. Jan. 24, 1952, contract ldm-E23¢ i 
Feb. 1, 1952, work started 
Boulder Tungsten Mines, Inc The Dorothy Kat 20, 868 
group. The Princess-Gold Coin group (t te 
Bo Ider County J e 28, 1951, contract Idi E3¢ 
sim.ed. At 20, 1951, work started 
J. R. Sir plot. Comn odity uranium property ra 64, 340. 48 


Wayne a) d Garfield Countie Dec. | 
contract Id E225s ed. Jan. 9, 1952, work st 

Silver Ki) g Co lition Mi es Co. (zine-lead), Sus t, 60, 767. 03 
Wasatch, and Salt Lake Countie Oct. 22, 19. 
contract Idm-E190 signed Nov. 6, 1951, 
started 

Kentuck y-Utah 
Apex mine ( 
Dee. 11, 1951, co 
1952, work started 

William W. Sorseui and William C. Williams (abestos), 19, 575. 00 
Salt group, Gila County, Oct. 20, 1952, 
Id E149 signed 


niu), 


work 
Mining Co. Apex mine and Dixie 17, 500. Of 
opper-lead-zinc), Washington County 

tract Idm-E229 signed Jan 





contract 










Reed & Reed Miuing Co. Fountain Head and Silver 000. 00 
Legion clairs (lead-zine-coppe r), Wall apal M ining 
District, Mohave County. May 15, 1952, contract 
Idn:-E315 signed 
U. 8S. Metals, Corp. 3 patented and 5 unpatented 19, 300. 00 
1g Claiis (lead-zine), San Juan County. May 1, 
952, contract Idm-—E309 signed. June 5, 1952, work 
started 
Excalibur Uranium Corp. Spring Canyon and Bow 4, 409. 70 


Knot area group of mining claims (uranium), Grand 
and Emery Counties, Utah. Feb. 17, 1953, contract 
Idm-E488 signed 
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00 
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Approved exploration project contracts in force as of Apr. 6, 19583—Continued 


Docket State Company, contract number and date Government; Private 


1906 .do_... Louise W. Garrick. Duke Page property (tungsten), $20, 025. 00 $6, 675. 00 
Millard County. May 14, 1952, contract Idm-E319 
signed. June 29, 1952, work started. 

1923 do United Mining Development Co., Inc., 6 mining 8, 274. 00 8, 274. 00 
claims (lead-zine), Erickson Mining District, Tooele 
County. June 6, 1952, contract Idm-E340 signed 
June 6, 1952, work started. 

1957 | Utah -| Ellihill Mining Co., Jomae I, Jomac II, and Jomac 17, 145. 00 1, 905. 00 
III mining claims (uranium), San Juan County. 
Sept. 4, 1952, contract Idm- E397 signed. Dec. 27, 
1952, work started. 

2005 | Arizona Metate Asbestos Corp., Inc. 5 patented lode mining 2,7 
claims (asbestos), Gila County. Jan. 7, 1953, con- 
tract Idm-E473 signed 

2028 | Utah.. U. 8. Smelting, Refining & Mining Co., U. 8. and 308, 677. 50 308, 677. 50 
Lark mine (lead-zinc), Utah County. June 27, 
1952, contract ldm-E360 signed 

2086 | Colorado Vasco Tungsten Corp. Vasco No. 5 tunnel & Vasco 13, 125. 00 4, 375.00 
No. 5 vein (tungsten), Boulder County. Sept. 10, 
1952, contract Idm-E402 signed 

2128 do Gateway Mining & Development Co., Inc. 12 mining 46, 772. 10 5, 196. 90 
claims (uranium), Mesa County. Sept. 26, 1952, 
contract Idm-E408 signed. Nov. 5, 1952, work 
started 

2135 | Utah Sunnyside Uranium Co. The Buddy and Freedom 39, 114. 00 4, 346. 00 
No. 2 unpatented lode mining claims (uranium), 
Pinte County. Sept. 2, 1952, contract Idm- E381 
signed Sept. 9, 1952, work started 
coer Bell Mines Co. Carbonero mine (lead-zinc- 39, 560. 00 39, 560. 00 

2165 | Colorado. Silver Bell Mines Co. Carbonero mine (lead-zinc- 39, 560. 00 39, 560. 00 
copper), San Miguel County. May 9, 19 con- 
tract Idm-E312 signed. June 1, 1952, work started 

2182 | Utah Fred Staats. 5 unpatented lode mining claims 17, 500. 00 7, 500. 00 
(fluorspar-uranium), Beaver County. Sept. 4, 1952, 
contract Idm-E395 signed. Oct. 6, 1952, work 
started 

2234 | Arizona Nash Mines, Bonanza lead-zine-copper mine, (lead- 19, 300. 00 19, 300. 0¢ 
zine-copper), Patagonia Mining District, &¢ 
Cruz County. May 13, 1952, contract Idm 
signed. July 1, 1952, work started 

227 Utah. R. A. Glenny and Scott M. Cutler. 2 unpatented 22, 050. 00 2, 450. 00 
lode mining claims (uranium), Durkee Mining 
District, Piute County. Aug. 19, 1952, contract 
Idm-—E387 signed. Sept. 6, 1952, work started 

2280+ Colorado The Utze Lode Co, Madonna mine (lead- tine), 24, 750. 00 24, 750. 00 
Chaffee County Nov. 17, 1952, contract Idm-E448 
signed Nov. 19, 1952, work started 


00 305. 00 














220¢ do Joseph M. Smith and Charles R. Rugg. Rambler 18, 300. 00 6, 100. 00 
mine (tungsten), Boulder County. Mar. 2, 1952, 
contract Idm-E278 signed. Apr. 7, 1952, work 
started 

2300 | Utal Park Heber Consolidated Mining Co. 10 unpat 13, 500. 00 13, 500 
ented lode mining cl s (lead-zine-copper), Was- 
atch County. June eontract Idm-—E 
signed 

2304 | Colorado Stanley L. Larson and R. L. Plummer Vasco No, 2 18, 750. 00 6, 250. 00 
vein, Vasco No. 5 vein, and Vasco No. 8 vein, and 
Vasco No. 5 tunnel (tungsten) Boulder County. 
Apr. 21, 1952, contract Idm-E306 signed. Apr. 21, 
1952, work started 

2314 | Arizona Arizona Copper Mines, Inc. Santa Catalina copper 25, 000. 00 25, 000. 00 
deposit (copper), Pima County. Oct. 27, 1952, 
contract Idm-E 254 singed 

2320 | Colorado Glen Coughlin and E. L, Henderson (tungsten), Range 3, 600. 00 1, 200. 00 





View mine, Boulder County. May 23,1 contract 
Idm-E326 signed. July 21, 1952, work started 
2338 Arizona Jaquays’ Mining Corp. (asbestos), unpatented lode 10, 800. 00 1, 200. 00 
mining cloims, asbestos King No. 2, Asbestos King 
No. 3, Asbestos King No. 4, Asbestos King No. 5, 
Gila County, Ariz. Jan, 26, 1953, contract signed 
Idm-E479 
2328 | Colorado Moreno Cripple Creek Corp. Old Leyden mine 56, 475. 00 6, 275. 00 
(uranium), Jefferson County. May 21, 1952, con- 
tract Idm-E320 signed. June 16, 1952, work started 
2343 do George Jump. Good Friday mine (tungsten), Sugar 9, 000. 00 3, 000. 00 
loaf Mining District, Boulder County. May 26, 
1952, contract Idm-—E333 signed. Oct. 10, 1952, work 
started. 
Arizona Nikas Mining Co, Maudina and Morning Ster mines 44, 400. 00 14, 800. 00 
(tungsten), Old Hat Mining District, Pinal County. 
July 18, 1952, contract Idm-E370 signed. Aug. 27, 
1952, work started 
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Approved egploration project contructs in force as of Apr. 


Company, contract number and date 


Salina Mining & Smelting Co. Lynn No. 1, Lynn 
No, 2, and Lynn No. 3 unpatented mining claims 
(uranium), Kane County. Sept. 10, 1952, contract 
Idm-E399 signed, Oct. 1, 1952, work started. 

Verne Byrne, Pennsylvania Mine (zine-lead), Cer- 
rillos Mining District, Santa Fe County. June 4, 
1952, contract Idm-E337 signed. July 1, 1952, work 
Started. 

Bullion Monarch Mining Co. East half of Farmer 
John No. 3 lode claim (uranium), Piute County 
June 23, 1952, contract _ Idm-E363 signed. Sept. 8, 
1952, work started. 

Brown. The Blue Jay lode claim No. 19808 

and the Ideal No. 1 lode claim No. 19808 (tungste 

Boulder County. May 29, 1952, contract Idm-F 














signed. July 1, 1952, work started. 

Ira L. Moseley, Atwood cooper mine (copper), Vir- 
ginia Mining District, Hidalgo County. June 12, 
19% contract Idm-E345 signed. July 15, 1952 





work started. 
Ord Mercury Mines, 5 patented lode mining claims 
Nov. 


(mercury), Gila County 
Idm-E460 signed. Dec. 29, 1952, work started. 

Boomerang Mining Co. Corvusite mine (uranium), 
Grand County. Nov. 4, 1952, contract Idm-E445 
signed. . 

Arizona Metals Co. The summit mining claim 
Silver Monster claim (lead-zinc), 
Aug. 25, 19 contract Idm 


10, 1952, contract 





ind 

Mohave County 

E390 signed 

Hide A Way 
unpatented mining claim (bery!), Larimer County 
Aug. 19, 1952, contract Idm-—E388 signed. Sept. 9, 
1952, work started. 

The Moreno Cripple Creek Corp. Snowflake and 








Sunflower lode mining claims, U. S. survey No 
6320 (uranium), San Juan County. Oct. 29, 1952, 
contract Idm-E440 signed. Jan. 5, 1953, work 


started. 

Defender Mining Co. Blue Eagle and Defender un- 
patented lode mining claims (lead-zinc), Custer 
County. Sept. 10, 1952, contract Idm-—E413 signed 

Fluorspar Producers Corp. Polly Anne and Eliza- 
beth unpatented lode mining claims (fluorspar), 
Greenlee County. Sept. 19, 1952, contract Idm- 
E411 signed. Dec. 12, 1952, work started 

Robitsch and William Brewster, Dunmore lode min- 
ing claim, U. 8. minerral survey No. 20608 and the 
Yankee Lad lode mining claim, U. 8. mineral survey 





No. 2131 (tungsten), Ouray County. Oct. 3, 1952, 
contract Idm-E416 signed. Nov. 28, 1952, work 
started 

The Bear Canyon Mining Co. Bear Canyon mine 
(asbestos), Gila County Nov. 13, 1952, contract 

| Idm-E446 signed. Nov. 28, 1952, work started 

Glenn Mining Co., Inc. Potts Fraction and 
Heatherly No. 8 (uranium), Piute County. Oct. 15, 
1952, contract Idm-E422 signed. Nov. 12, 1952, 


work started 

Magma King Manganese Mining Co 
No. 1 (lead-zine), Pinal County. Oct 
tract ldm-—E428 signed. 

S. E. Burleson and W. E. Burleson (lead-zine), 
ented lode mining claims, Saguache County. 
24, 1953, contract Idm-—E492 signed 

Ace Building & Roofing Supplies (manganese), two 
unpatented lode claims, Greenlee County, Ariz 
Feb. 27, 1953, contract Idm-E494 signed 

Uranium Development Corp., 24 mining claims (ura- 
nium), Montrose County. Nov. 24, 1952, contract 
Idm-E452 signed. 

James L. McBroom and L. R. Allen, Hallie A mining 
claim (tungsten), Boulder County. Oct. 6, 1952, 
contract Idm-E415 signed. Oct 1952, work 
started 

U. S. Smelting, Refining & Mining Co 
zinc), Salt Lake County. Jan. 16, 
Idm- E477 signed 


Ajax and Ajax 
23, 1952, con- 








28, 


(copper-lead- 
1953, contract 


W. L. Weaver. End of Trail No. 2 (uranium) Gar- 
field County, Feb. 12, 1953, contract Idm-E487 
signed. Mar. 25, 1953, work started. 


Duke Page Auto Co. 
(lead), Juab County. 
E437 signed. Nov 


5 unpatented mining claims 
Oct. 30, 1952, contract Idm- 
11, 1952, work started. 
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Government 


$15, 255. 45 
12, 369. 00 
24, 957. 00 
7, 875. 00 
21, 000. 00 
21, 000. 00 
21, 705. 84 
23, 050. 00 
2, 250. 00 
19, 260. 00 
2, 399. 80 
6, 925. 00 
7, 237.50 
, 08. 00 
20, 875. 50 
11, 550. 00 
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6, 1958—Continued 


Private 


$1, 695. 05 
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ipproved exploration project contracts in force as of Apr. 6, 1958—Continued 


Doeket State Company, contract number and dats Government Private 
2689 | Utah Frank L. Morgan and Erma R. Morgan (uranium), $2, 106. 00 $234. 0 
7 unpatented lode mining claims, Emery Count 











Utal Mar. 23, 1953, contract ldm-E500 signed 
27 do Jesse Glen Shumway and Grant Lee Shumway Phe 4, 050. 00 £50. 00 
Shay uranium claims, 2 unpatented mining claims 
(uranium), San Juan County Feb. 6, 1953, cor 
trat I -£485 signed 
2 Ariz 1 Globe Mining Copper-Zinz Corp., 9 unpatented mir 875. 00 875.00 
ing claims (zinc Gila County Jan , 1953, cor 
tract lIdm-E478 signed 
782 | Colora Gold Bar Mines, In t n laims (uranium), 6, O84. OF 7 
Clear ¢ k County Feb. 4, i9 contract Id: 
F482 sicned Fy 6, 1953, ric started 
2798 Arizona W. A. Scott, Harry R. Scott, and R. D. Vinck (ash 2, 722. 40 4 
tos 2 unpatented k mining cla Gila nt 
Ariz Apr 1953, cor ct ldm- E502 sigr 
{ I il L154. 2 SY, 239 


—_ 

a 
at 
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The Cuairman. Because of a matter of catching a pl: 
will have Mr. Cloonan speak first, on fluorspar. 
(Mr. Cloonan’s statement follows.) 


STATEMENT OF M. P. CLOONAN, SUPERINTENDENT, OZARK-MAHONING CoO.,, 
COWDREY, COLo 


Mr. Chairman, and members of the committee, my name is Michael P. Cloona: 
I am a mining engineer, residing at Walden, Colo I am associated with the 
Ozark-Mahoning Co., producers of fluorspar in Illinois, Colorado, and N 
I am appearing in behalf of this company and other fluorspar preducers in the 
United States. 

Sales agents, large steel, aluminum, and chemical companies with international 
connections and mines are importing mounting quantities of foreign-produce 
fluorspar and unloading it on United States markets at the expense of American 
industry and labor. It is dumped on the United States market in unfair com 
petition with domestic products that are the livelihood of American workmen 
To eliminate this unfair competition in the interest of our national welfare 
imports of foreign fluorspar must be curtailed or decreased so that the domestic 
industry can remain in a healthy condition 

A revival in foreign flnorspar production in 1951 and 1952 has followed the 
opening up of extensive deposits in Mexico, Spain, Italy, Canada (including 
Newfoundland), and West Germany 

It is not possible to obtain costs of production from foreign producers of 
fluorspar because access to cost records is usually denied. 

Fluorspar, a nonmetallic crystalline mineral, transparent or translucent, re 
ferred to technically as fluorite, chemically as calcium fluoride, is a compound 
of calcium and fluorine in the ratio of 1 molecule of calcium to 2 of fluorine; 
by weight it is composed of 51.3 percent of calcium and 48.7 percent of fluorine. 
Its specific gravity is 3.2. It is brittle, has a hardness of four, and ean be 
easily scratched with a knife. It weighs about 200 pounds per cubic foot and 
has a melting point of 1,650 degrees Fahrenheit. The color of fluorspar ranges 
from pure white and opaque white, according to its purity, to various hues of 
yellow, green, pink, lavender, blue, and brown, to bluish black. Although the 
lumps have color, when ground the fluorspar becomes pure white. The reason 
for this is because the mineral usually carries no fixed pigment, the color being 
produced by the refraction of light rays within the crystal structure and small 
quantities of organic matter which readily oxides. It crystallizes in the isomet- 
ric system with perfect octahedral cleavages. It is found in steep veins and 
funnel-shaped deposits, associated with calcite, quartz, and other diluents, and 
must be concentrated or cleaned before use. 

Commercial fluorspar is graded according to (1) its purity as (a) acid, (b) 
ceramic, and (c) metallurgical fluorspar; and (2) the size of its particles as (a) 
lump, (b) gravel, and (c) ground fluorspar. 


ew Mexico 
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(1) Classification by purity—(a) acid fluorspar generally contains not less 
than 97 percent calcium fluoride and not more than 1 percent silica. Acid fluor- 
spar must be free from alumina, barites, and mineral sulphides 

Acid grade fluorspar is consumed in the manufacture of aluminum, high octane 
gasoline, refrigerants, and insecticides and of nearly all fluorides; in the manu- 
facture of glass and enamel and in numerous miscellaneous products 

Metallurgical grade fluorspar has a very important use in the manufacture of 
steel by the basic open-hearth process. Here approximately 56 percent of the 
American consumption is used as a flux. Its function is as a slag thinner and 
it hastens and assists the reactions by which sulphur and phosphorous in the 
metal are absorbed in the slag. It is also used in the manufacture of alloy steels 
and ferro alloys by the electric furnace process. 

Ceramic tluorspar is used to whiten the enamel of bath tubs, sinks, lavatories, 
drinking fountains, stove parts, refrigerator linings, food scales, and similar 
equipment. 

Glass manufacturers use fluorspar as an opacifier in making white or opal 
glass for lamp shades, cosmetic and food containers, table tops, and novelties 
For all the above-mentioned uses there is no substitute even at greatly increased 
cost 

A comparatively small region in southern Illinois and western Kentucky sup 
plies about 50 percent of the domestic production and Colorado, New Mexico, 
Utah, and Nevada most of the remainder 

The largest fluorspar deposits in the United States are in the districts and 
States that are now producing the largest amounts of flnorspar. However, the 
largest reserves of fluorspar are in the Illinois-Kentucky areas with the next 
largest in Colorado and New Mexico. Other States with important fluorspar 
resources are Nevada, Texas, Utah, Idaho, Montana, Arizona, California, and 
Wyoming. 

The two principal classes of fluorspar are acid and metallurgical grade. As 
you will observe, the import totals for these grades are truly astonishing. The 
acid grade totals of 127,640.52 tons for 1952 may be compared with the 1951 
total of 53,063 tons. The metallurgical grade total of 224,523 tons may be com 
pared with the 1951 total of 128,388.72 tons. 

The grand total for 1951 was approximately 181,000 tons, in itself an alltime 
record, but now in 1952 that alltime record has been almost doubled 

Also sharply focused on this import picture is the fact that the total con 
sumption in the United States in 1951 was about 497,000 tons and 1952 wit- 
nessed only a modest increase to about 521,500 tons. Hence the imports changed 
from being about 35 percent of the total consumption in 1951 to being about 70 
percent of the total consumption in 1952. The United States needs some imports 
of fluorspar but these should not be permitted in a volume capable of strangling 
the domestic industry. 

Where does this imported fluorspar come from’? See the next sheet showing 
imports of acid and metallurgical grade fluorspar from exporting countries in the 
order of prominence. 
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The data and figures given above show the damage being inflicted on the 
domestic economy by the imports of foreign-produced fluorspar. It impairs 
the capital investment of the fluorspar industry, retards prospecting, exploration, 
and development of new fluorspar areas. Experienced engineers, miners, and 
concentrating men will be idle and the distress will extend to equipment manu- 
facturers, supply houses, transportation industries and economy of the States 
and counties in which domestic fluorspar is produced. 

Imports in excess of our economic needs always result in confusion and 
disturbed economic conditions, as sales agents and foreign producers with costs 
much below American standards are tempted to sell their fluorspar for any price 
obtainable in order to get rid of it. 

On the basis of all the data, information and evidence given above, it is clearly 
shown that the continued excessive importation of foreign fluorspar is having a 
substantially injurious effect on the industry and economy connected with it. 

Reports have come quite recently to me that a new trade treaty has been, or is 
being negotiated between the United States and Mexico, in which the United 
States will agree to cut its duties on imported Mexican fluorspar to one-half of 
the present figures and Mexico will agree to cut its export duties on fluorspar 
to one-half of the present figures. The result will be that Mexican fluorspar, 
particularly the metallurgical grade will cost about $5 less to put onto the 
American market. 

Also railroad freight proposed SWFB, proposal 62916, dated January 6, 1953, 
provides for milling-in-transit arrangements at Rosiclare, Ill, and Marion, Ky., 
on carload shipments of fluorspar from Rio Grande River crossings from Mexico 
applicable on traffic destined to stations in central and truck-line territory, 
subject to a transit charge of 114 cents per 2,000 pounds subject to 175—-B in- 
crease. The Southwestern Lines approved the proposal in February 1953, and 
it will be published in Illinois Central Railroad Tariff 98—J as outlined in proposal 
62916. The effective date is May 1, 1953. The result will be that Mexican fluor- 
spar moving to Rosiclare, Ill., and/or to Marion, Ky., for blending or other 
milling purposes will incur about $5.50 per ton less freight charges than obtain 
at present in moving over the same routes to the ultimate consumers in central 
and truck-line territory; this is simply another measure to deluge the domestic 
fluorspar industry with a flood of Mexican fluorspar imports. 

The fact that America is the most prosperous of nations has been made possible 
by business large and small making a profit, paying good wages and reinvesting 
for a prosperous future. In the interest of the Nation’s economic welfare and 
security the need for prompt and decisive action is most urgent. 

In conclusion, permission is asked to file this report with the committee and it is 
further requested that this material be incorporated in the printed record of 
these proceedings. 
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The Cuairman. Thank you for a very fine statement. 

What is the grade of these imports in quality compared to what we 
are mining in the United States / 

Mr. Cioonan. For metallurgical fluorspar, which is used in the 
steel industry, the purchase spec ification is 85 percent calcium fluor 
spar and 5 percent silica. For the acid grade which is used to manu 
fac shee aluminum, ninety-eight and a half and about 1 pereent silica 
or impurity. 

The Craroman. How would that compare with your own that you 
ane peceineeng t 

Mr. CLroonan. Well, it compares favorably. It is about the same. 
It is mined and concentrated and it has to be cleaned in to those grades 
before it is marketable or can be used by the industry. 

The CuarrmMan,. Let me see if I have this statement correct. Where 
you were talking about the percentage of increase where only 35 per 
cent of our domestic fluorspar was shipped in from outside the United 
States in 1951, you said 70 percent. 

Mr. Coonan. Seventy percent was imported in 1952, which shows 
the increase in imports. 

The Cnarrman. But you did not show there what the increase was 
in the use of fluorspar in the United States. Did we increase the use 
of it any? 

Mr. Croonan. The use was not very much higher. 

The Caiman. In other words, what you mean by higher, the con- 
sumption remained practically the same ¢ 

Mr. Coonan. The consumption remained practically the same. 

The CuatrmMan. So that makes that even worse ? 

Mr. Croonan. That is right. 

The Cramman. Then the next question I have was on page 5. You 
make a very interesting statement there, about the middle of page 5, 
or near the bottom, when you mention a railroad freight proposal. 
But you do not say whether it has been concluded or not, or whether 
they have decided to give them that rate. 

Mr. CLOONAN. It says here the effective date is May 1. 1953. 

The Cuarrman. Do you have that in there ¢ 

Mr. CLoonan. It is on page 5. 

The CuairMan. It is not any proposal, then. That word should be 
railroad freight decrease or increase. 

Mr. CLoonan. It is a decrease; that is right. 

The CuarrmMan. Did any of your group appear in Washington ? 

Mr. Croonan. I think they did. 

The Cuatrrman. That is the result you got ¢ 

Mr. Cioonan. That is right. 

The Cuatrman. Mexico is in bad shape financially, right? We 
tried to get some labor from down there and that is not the way they 
talked. We used to go 250 miles to pick them up and now they say 
we will have to go 900. We might have had a little reciprocity here 
if you had asked the Agricultural Committee. 

Mr. Croonan. Appare tly they put them to work dewn there. 

The Cuaiman. They take them farther away from the line, so the 
airplanes can charge more. Then they say that is the agricultura 
people’s fault. That is wonderful, isn’t it? Well, we get into some 
fulny situations. 
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This interests me. Let me ask another hard question. Could 
produce enough fluorspar for our needs without any trouble ¢ 

Mr. CLroonan. We ce rtaitly ean. 

The Cuarrman. Are you sure you have the supply 

Mr. CLoonan. We have a tremendous reserve in the United States, 
in all the States that I have just mentioned. And I understand that 
in Montana just recently a reserve has been discovered which could 
take care of the entire requirements of the United States for the next 
10 years. 

The CHAIRMAN. Do you think there is any use of say hy this fluo 
spar in the United States for future use / 

Mr. CLoonan. No, I do not. I believe, as I stated here, some imports 
are necessary, but I believe that our own domestic mine hould be 
kept in oper: ation. I might say the industry is now on the ropes. 
With only 30 percent of the total market, this fluorspar is going to 
pile up. 

Assuming that they have a cost of 820 to $25 a ton, every time they 
pile upa thousand tons, there is $25,000; and be ing a comparative sly 
small industry, | doubt that they can go very far in stockpiling fluor 
spar at the properties. ; 

The Cuarrman. Do you know anything about the conditions under 
which the fluorspar is mined in the foreign countries ? 

Mr. Ctoonan. Very cheaply. As the gentleman pointed out, 93 
cents day labor against our labor charge, practically similar to what 
is existing in the lead-zine industry of $14 to $15 a day. As I stated 
in here, the cost of production in foreign countries has been denied. 
I might say even in the tariff investigation in 1928, of which I have a 
copy here, costs were denied at that time. 

The Cuairman. What do you mean by “denied” 

Mr. CLOONAN. That is, access to the cost records was denied. 

The Cuarmman. What countries lead in the importation of fluor 
spar? What are the heavy importing countries? 

Mr. (¢ “‘LOONAN. Well. there is Mexico, West Germany, Spain, Can 
ada, — Italy. 

The Cuarrman. Is that the order ? 

Mr. CLOONAN. That is the order of prominence, practic: ally. 

The Cuamman. I haven't any other questions. Thank you for a 
very, very excellent statement. We will try and look into this matter. 

Mr. Croonan. Mr. Chairman, we would like to have this material 
incorporated into the record of the proceedings. 

The Cuatrman, It will be incorporated. Everything that we do 
vill be in che record unless we otherwise indicate 

Mr. Croonan. Mr. opr may I make another statement? 
Upon further analysis of i e believe that the Simpson bill, with 
provisions prol ably carted < over to the fluorspar industry, might, o1 
we should say would, greatly increase the standing of the domestic 
producer. 

The CuarrmMan. Let me ask this: It is not in the Simpson bill 1 
at the present time ¢ 

Mr. CLOON AN. No. It shou Id be included. 

The CuHamman. That will be a job for you boys to see is done. You 
understand we are nota legisl: itive committee at all. Ve are just A 


/ 
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research committee, you might say, for all the Members of Congress. 
That is really our job. 

Mr. Croonan. J assure you of our support. 

The Cuarrman. So that means that you have a job of your own to 
do, and you should certainly put some pressure on the group down 
there, or at least see that they understand what your problems are. 

The Cuarrman. We have also under fluorspar a Mr. Warner; is that 
correct ¢ 

Mr. Warner, you are the next speaker. 


STATEMENT OF GEORGE A. WARNER, MANAGER, SHATTUCK-DENN 
MINING CORP., FLUORSPAR BRANCH, ALBUQUERQUE, N. MEX. 


Mr. Warner. May I read from some notes and present a statement 
some time later? 

The CHarrman. All right. 

Mr. Warner. My name is George Warner, manager of the Shattuck- 
Denn Mining Corp., fluorspar branch, Albuquerque, N. Mex. 

What has been said here on lead and zinc, and what Mike has just 
mentioned on fluorspar, can naturally apply to fluorspar. I don’t see 
any reason why we shenid repeat why we are in such a predicament. 
The fact that you people are here is proof enough that we are all in 
the same boat. 

What I did want to point out, though, is that apparently we are 
not alone in this thing. We are talking about our mining industry 
here in the United States. I would like to read a little comment made 
in Belgium by a group of glass producers in Belgium. I summarized 
a lot of their comments. E very place where it says or mentions glass 
or glass products, we could apply mining. We could say any metal 
at all. If you will bear with me, I will just read the summary. 

This conference was held in Brussels and was similar to the one 
we are having here today only it was the glass producers. 

The Cuarrman. W heat 

Mr. Warner. The date, I am sorry, I don’t have. But I have the 
note that is a special report a the American Glass Review dated April 
11. I have copied this thing down and summarized it here. 

I wrote this letter to Charles Willis in Phoenix. You will meet 
with him next week. I said: 

The recent gripe made by the Belgian glass industry sounds just like one of 
our own small mine operators. The following quotations are from the Belgian 
tableware and crystal producers. 

Please remember what I said, that any place I mention glass you 
can use any metal. 

“No. 1, Belgian tableware crystal producers bitterly score government for 
sacrificing industry.” 

We have been cursing our Government agencies, too. 

“Some factories are even closing.” 

Our mines are closing. 

“Our exports are decreasing constantly because foreign countries are closing 
their markets to us while we are opening our home markets to our competitors.” 


We are griping about the imports of lead into this country. 


“The Belgian Government is to blame for this. It is neglecting our inter- 
ests. It is sacrificing our medium- and small-sized industries. Reports state 
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that many small-size industries are forced to close due to a flood of manu- 
factured articles coming into Belgium from France, Holland, Germany, Great 
Britain, and the United States. And while this is happening” 


the report continues— 


barriers of many kinds are being met by Belgium products when entering some 
of these countries.” 


The report continues: 


“That several speakers discussed the question of support given by the authori- 
ties to some of the small industrial plants in France and Germany.” 


The griping small-business men declared: 


“By means of a form of disguised dumping, Governments of France and Ger- 
many and Great Britain helped their exporters to get a footing on markets where 
Belgium products hitherto were well established.” 


Emphasis was made on the disguised dumping of foreign competi- 
tors. The glass industry stated that 


“Exports of Belgium glass products have dropped from 100 in 1937 to 35 today.” 
That is the proportion. 


“Employment dropped from 10,000 of a few years ago to less than 3,000 today.” 


This is in the glass industry. 


Severe criticism was aimed at Germany and France. Agencies in those 
neighboring countries were making certain grants to exporters amounting to 
30 percent of the export value. Belgium’s small manufacturers accused their 
Government of favoring the heavy industries at the expense of the small outfits.” 
rhere is a lot more, all in the same line of thinking. 

“Even the Swedish manufacturers are griping against the cormmunistic Hun- 
garian Government. The Swedes are asking their Government to invoke an 
antidumping law against Hungarian products. Japan is invading the European 
markets with subsidized small articles.” 

These cries from other countries point up the fact that the small-business 
groups in the United States are not all alone in the problems of everyday exist- 
ence. The problem is not small nor easily solved. Something, however, must 
be worked out in order to avoid another catastrophe similar to the Hitler era 
in Germany, Mussolini’s eruption of Italy, Egypt’s very recent overthrow of 
the decadent governing body, and the thing that is happening in South Africa 
today. 

England decided that a socialized state was not the answer, and we here in 
America decided that our form of government badly needed a change. We 
wonder if the Russians are beginning to think that their theory of government 
is fatal. 


I summed that up stating that before the 30th I would have some 
testimony for Congressman Hill in Phoenix. At least I would not be 
strictly silent. 

Perhaps this thing is more or less of a coincidence, but I wanted 
to point it out because whatever your committee recommends to Con- 
gress, Congress is going to have a challenge to come up with some- 
thing that will be as good if not better than what the Swedes and 
Japs and Belgians and French and all the other foreign countries 
are doing today, the same as we are, the same as your committee is 
doing. They are apparently going around discussing these things, 
getting some ideas, and that is a challenge. 

I have one recommendation which I wanted to sum up, that we try 
to put on our statutes some type of antidumping law. One is pro- 
posed by Mr. Gross in H. R. 2949. This bill puts a little teeth in 
the obsolete antidumping law that we do have, in that it requires any 
suspected government to open up their records for investigation to 


34376—53——9 
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see whether or not they are subsidizing or helping smaller outfits to 
dump stuff into this country. 

I especially approve of statements 2, 3, 4, 5, 6, 7, 8, 9, and 10 on page 
t which would have the jurisdiction to order any person to appeal 
and give testimony and produce books, records, and other writings or 
both to the investigating country, to see whether or not they are try 
ing to circumvent our antidumping laws. 

Frankly, I am not sure that a tariff increase will be the answer. | 
want to point out the reason for that type of thinking. Our own 
Government, the DMPA has already anticipated a tariff increase on 
the import: ition of acid-grade fluorspar in a contract they made with 
the Canadian Government, the Newfoundlanders. The DMPA has 
granted the Newfoundland Fluorspar Corp. a floor price which is $5 

above the present market price in this country for ac ‘id fluorspar. 

The Cuatrman. Was that a treaty ? 

Mr. Warner. No, it was a deal made by Howard Young’s organi 
zation, the Defense Materials Procurement Agency, and it was re 
leased to the press on July 17, 1952 

The Cuarrman. How long does it run, do you know / 

Mr. Warner. It runs for 5 years. 

Gentlemen, Mr. Young’s group not only has agreed to pay a St. 
Lawrence Fluorspar Corp. $65 per ton of acid-grade fluorspar, f. 0. b. 
Wilmington, Del., but remember the $65 figure is $60 above aaaiiar 
contracts made to Colorado producers of fluorspar, the Ozark-Mahon 
ing Mining Co. 

The CHarman. How about the grade? 

Mr. Warner. The same grade. 

The Cuarrman. Were you here yesterday ? 

Mr. Warner. Yes. 

The Cuatrrman. Did you hear that testimony about who owns all of 
these companies around the world? Who owns this company in 
Canada, do you know? Do you actually know ? 

Mr. Warner. I don’t know, but it has been supported by some of our 
American companies. Apparently it is being supported by our own 
DMPA to the extent of—— 

The CuHarrMan. That is the taxpayers, you mean ? 

Mr. Warner. Right. 

the Cuamman. The DMPA does not have anything, except what 
it takes out of our skin ‘ 

Mr, WARNER. eg They not only pay the $65 or rather the $5 
above our floor price, but they have granted the St. Lawrence Fluor- 
spar C ORD $1,250,000 to build a mill in Delaware. 

The Cuatrman. Where were all you folks who are producing flour- 
spar W eh n these agreements were made ? 

Mr. Warner. I will tell you where I was. 

The Cratmman. One would not do any good. I said all of you. 
Do you have any organization’ That is interesting testimony to me. 
Mr. Warner. Lam sorry, we did not have a very closely knit organi 
zation for one particular reason. There are only three independent 
fluorspar producers in the United States today, and we all three are 
being represented here today. Mike ¢ loonan, Ozark-Mahoning Min- 
ng Co.; myself, Shattucl <-Denn Mining Corp.; and Mr. Jones from 
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another company. We are not subsidized by any major industry or 
fluorspar company. 

The CHairnman. Are you going to have additional testimony at 
Phoenix ¢ 

Mr. Warner. There will be some, yes. 

You asked where we were. In March of 1952, Mr. Mall of GSA 
states that our president was in Washington submitting a proposition 
to the Government for 2,000 short tons of acid grade fluorspar. We 
wanted $65, but we were turned down because Mr. Mall’s group con 
sidered this excessive. 

Gentlemen, at the same time they were making a deal wit] 
rence for $65 and giving them money to produce it. ‘T! 
giving us any money. We j just wanted the market to sell 
all i it te ikes, a lot of guts, to do the job. 

That is one reason why I claim an antidumping law is 
rather than a tariff, because our own Government agenc 
vided to circumvent a tariff if it goes in, to the extent of 3 
want to go further. They have guaranteed the St. Lawrei 
spar Corp. that they will pay them $65 for any material that 
unable to sell at or above such figure. 

In other words, if the St. Lawrence Fluorspar sells it 
the DMPA makes up the difference of $25 to them. Ph: 
for a foreign material, being paid by the American taxpayers 
which the Belgians are griping because governments are sub 
their own little industry over the re, 

I have another recommendation. I wish you would take this bac! 
to Congress, too. In view of the fact that our Government has not 
yet spent any money to build this St. Lawrence fluorspar mill in 
Wilmington, Del., my understanding is it has not even been started 
as yet, I would suggest that we pay the St. Lawrence pe ople off for any 
damages they have accrued so far in getting that contract through 
and send them home and save what money is left for our own Amer 
ican taxpayers. 

The Cuarrman. I do not want to hear any of you miners finding 
fault with the little old subsidy on butter after hearing that 

Mr. Warner. I would not have mentioned this, Congressman, but 
I am going to. The greatest fear we have in the fluorspar business is 
that whenever an agency controls a big surp a of butter and turns 
around and dumps on the American market, by that you will start ; 
precedent in which they will also dump a heck of a lot of these stock 
piled metals that they have all over the United States. And they will 
dump it on the market because—well, look at what the boys « 
butter. So don’t dump it. I would puaee you give it 
Mexican people. They never tasted butter and it mig! 
taste. 

The Cuarrman. Thank vou very much. 

I might Say to: all of you that we came out here for : 
hearing, and now the f flourspar piers appear to be 
than lead and zine. I am afraid that the further it go 
is going to get. 

Mr. Jones, if you will come up and finish this fl 
guarantee to give you some further hearings on this and 
That might be as interesting : vercoat busi 
the paper last night. 
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STATEMENT OF BERKLEY JONES, SECRETARY, MINERVA OIL CO., 
ST. LOUIS, MO. 


Mr. Jones. Mr. Chairman and members of the committee, my name 
is Berkley Jones. I am the secretary of the Minerva Oil Co., the 
primary activity of which is the mining and milling of ores containing 
fluorspar and zinc in Hardin County, Ill. Minerva is a relatively small 
company as it only produced and shipped 18,000 tons of fluorspar in 
1952. Iam also appearing on behalf of the Victory Fluorspar Mining 
Co. of Elizabethtown, lll. whose operations are adjacent to those of 
the Minerva Oil Co. 

Hardin County and the adjacent area across the Ohio River in 
Kentucky together produce some 60 percent of the fluorspar produced 
in the United States. This area is not only the largest producing 
area in the United States but it is also the first area in which fluorspar 
was produced in commercial quantities, and today contains the larg- 
est known ore reserves of fluorspar in this country. 

The ore mined by Minerva Oil Co. is a low grade ore averaging less 
than 30 percent C ak. (fluorspar) and slightly less than 5 percent zine. 
For a number of years the sales value of the zinc concentrates which 
Minerva obtained from its ores was equal to the sales value of the 
fluorspar but with the recent decline of zine from 1914 cents a pound 
to 11 cents a pound, Minerva has become much more dependent on the 
sales of fluorspar. 

Minerva is, therefore, adversely affected by the tremendous in- 
crease in imports of fluorspar from Mexico. If these imports continue 
at the present rate, it will be necessary to close the mine and mill and 
this will throw 165 individuals out of work. 

Two factors have afforded the Illinois-Kentucky fluorspar indus- 
try some protection: first, the tariff on fluorspar and, second, the high 
freight rates applying to the hauling of fluorspar from El Paso, Pre- 
sidio, and Eagles Pass to the eastern markets. We have just been ad- 
vised that not only have the railroads recently established a milling-in- 
transit rate on fluorspar- moving from the border cities to the east 
(southwestern freight bureau proposal 62916) but that the barge lines 
have also publis shed a lower rate on fluorspar moving by water from 
Brownsville, Tex., to Pittsburgh. A a result of these actions, one of 
our main bulwarks against Mexican fluorspar has been destroyed, 
and we, therefore, view with alarm any change in tariff rates that 
would strengthen the competitive position of imported fluorspar. 

Attached hereto is a chart which I believe dts illustrates the 
tremendous influx of fluorspar. On this chart are shown: Shipments 
from domestic mines, imports (Mexico supplied 52 percent of the 
imports in 1952), and industry stocks representing the available sup- 
ply of fluorspar. 

The tremendous increase in industry stocks is an indication that 
domestic production plus imports have far exceeded the demand. In 
fact, were Government stockpiles added to industry stocks, the amount 
on hand would be doubled. 

The history of the changes in tariffs on fluorspar is set forth by 
the United States Tariff Commission in their industry materials 
series report No. M-5 of August 1952. 
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At present fluorspar is subject to the following tariffs: 

Fluorspar containing more than 97 percent calcium fluoride: $1.875 
per short ton. 

Fluorspar containing not more than 97 percent calcium fluoride : $7.50 
per ton. 

Some importers are bringing in the higher grade fluorspar and 
paying the $1.875 tariff and then blending it and in this way avoid- 
ing the tariff of $7.50 per ton. 

The fluorspar producers need the protection of a tariff of $7.50 per 
ton on all imported fluorspar, regardless of grade. Without such 
protection they will be forced to shut down, the mines will be flooded, 
and the source of this strategic material lost to the country. 

I believe the chart on the next page very clearly illustrates the 
enormous increase in imports that Mr. Cloonan gave you the figures 
on. You will see that if the imports plus domestic shipments equal 
consumption, of course stocks would stay the same. But you can 
see the very large increase in industry stocks showing that fluorspar 
is very greatly oversupplied. 

(The chart referred to follows:) 
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— 


Mr. Jones. Do you want to take the time while I read the Victory 
Fluorspar Mining Co.’s report ? 

The Cuarman. Is there anything new in that that has not been 
mentioned yet ? 

Mr. Jonrs. No, but they are simply in a worse position than we 
are. 

The CrarrMan. We will see that it goes into the record. 

(The material referred to follows :) 


Victory FLvorspar MINING Co., 
Klizabethtown, TIL, April 18, 1958 
Kiepresentative Wrii1am S. Hitt, 
House Small Business Committee, Denver, Colo. 
(Attention of members of the committee. ) 

Dear Sir: A critical condition now exists in the United States fluorspar 
markets which will, if not corrected, immediately bring great economic hardships 
upon the citizens of Hardin County, Il., and threatens ultimate destruction of 
an industry which produces over 50 percent of the total domestie production of 
fluorspar 

The Victory property has produced and shipped over 150,000 tons of metal 
lurgical fluorspar during its 25 years of activity In 1952 we shipped in excess 
of 10,000 tons, 

Early this year, upon inquiring into the market in preparation for the 1952 
season, we were informed by our old customers that they could not commit them 
selves or advise what their requirements may be for the current year. Later it 
developed that the reason for their hesitancy to do business as usual! with us was 
that they were being offered fluorspar imported from Mexico at a price which 
American producers cannot hope to meet. The April edition of the Engineer 
and Mining Journal quotes metallurgical grade fluorspar at $37 to $40. For 
several months prior to April the price was quoted at $40 for 60 percent effective 
units CaF I understand Mexican fluorspar has been offered in the United 

tates low as $28.40 per ton. 

We have not sold, as of this late date, that first pound of fluorspar;: and unless 
this ridienlous situation is corrected, or we have some assurance that it will be 
in the near future, we will be forced to close our business in a very few days 
We are operating at this time on our nerve and faith in our Government that the 
\merican people will be protected from such unnecessary hardship 

The low tariff on Mexican imports is the cause of this unfair situation. I 
understand a movement is under consideration to reduce the tariff even more in 
the Mexican favor. If the Mexicans are allowed to take over the United States 
markets, the domestic producers will be forced out of business and the task of 
reviving them will not be an easy one. 

The mining and processing of fluorspar requires a considerable number of 
special trained employees. As stated above, Hardin County produces over 50 
percent of the Nation’s fluorspar. Perhaps 90 percent of the county's available 
population is employed by the industry. If the producers are forced to close, 
these people must find employment elsewhere. Consequently an acute labor 

tuation would exist and all trained personnel would be lost. 

An active mine is constantly developing and searching for new ore reserves. 
If the industry is forced to close, the Nation’s fluorspar reserve will be at a 
standstill. It should be noted, however, that during any long period of inactivity 
considerable known reserves will be lost due to caving ground 

The situation described herein is without a doubt unfair to American pro- 
ducers and the American people. Obviously it is impossible for American indus- 
try, with the American high standard of living, to compete with a Mexican 
product produced by labor where $1 per day is very high wages. Foreign prod- 
ucts must compete with the American markets. If American producers must 
compete with foreign markets, the present condition of the Victory mine is an 
excellent example of the bitter fruit of such a policy. 

This situation is unreal, unnatural, and unfair to our own people. The United 
States will consume over 500,000 tons of fluorspar this year, the greatest con- 
sumption of any prior year. Unless you gentlemen give us your full support and 
restore the United States fluorspar markets to their rightful place a very vital 
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industry shall soon fall by the wayside. We respectfully request, for the good 
of all concerned, that this not be allowed to happen. 
Yours very truly, 
Vicrory FivorsparR MINING Co., 
A. H. Stacy, Partner. 

The CHarrMan. I notice you say on page 1 that you have a tariff. 
Do you know what the tariff is at the present time? You say first there 
is a tariff on fluorspar. What is the tariff? 

Mr. Jones. It is the $1.875 per ton on the high-grade imported 
fluorspar, and $7.50 per ton on the low grade. 

The Cuatrman. What do you know about that tariff? When was it 
put on? You are talking about a fairly new industry. 

Mr. Jones. I cannot tell you that exactly. It is set forth in this 
tariff report. But there was a time when there was very little of this 
high-grade fluorspar imported into the country. For some reason, the 
Tariff Commission at that time put a very low tariff on the high-valued 
property. At that time it made no difference. But now there is a 
tremendous amount. 

The Cuatrman. That is the question I wanted to get clear awhile 
ago. What percentage of all the fluorspar’produced in this country 
is the high grade? In other words, you lead me to believe that your 
quality of fluorspar is increasing. Is that right? 

Mr. Jones. No; the quality of the ore mined in this country, I 
would say, is steadily going down, like it is in practically any metal 
bec suse the high-grade ore is mined first. But Mexico, which accounts 
for 52 percent of the fluorspar imported into this country, has some 
very high- grade deposits. I understand in many cases their ore runs 
around 90 to 95 percent fluorspar. We feel very fortunate to have 30 
percent fluorspar in our ore in Illinois. We just cannot compete with 
the higher grade ore and the low-cost labor that they enjoy. But the 
relief we would like to have would be a higher tariff. We are opposed 
to any kind of premium price plan. We had that under the last war. 
We had the A and B premium. The idea of having to go to Wash- 
ington to find out if we are going to be permitted to operate on a cer- 
tain basis does not appeal to us. 

The Cuarrman. Of course, that was just an emergency arrangement. 

Mr. Jones. That is all right as an emergency arrangement. 

The CHarrman. You heard the testimony of the gentleman pre- 
ceding you in regard to this Canadian ore. I would like to ask you 
this question: What are your plans to appear before the committee 
when they have the hearing on this section of that bill to tell them 
about this? That is, the committee that is handling the legislation. 
As I tried to impress on everybody here, we are not a legislative 
committee. 

I will put it this way: Are you planning to ask for an opportunity 
to appear before the committee when this section of the bill is dis- 
cussed ¢ 

Mr. Jones. I cannot say that we have given any thought to it. As 
the other gentleman pointed out, there are very few fluorspar pro- 
ducers. We have not had any kind of organization and we have not 
given the matter much thought. 

The Cuarman. You better do that. It is not much of a trick to ask 
to be heard. We would be glad as a Small Business Committee to 
assist you in gathering your testimony. That is as far as we feel the 
Congress intended us to go, because we are a special committee. 
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If this is as it appears, you certainly have a reason to ask that you 
be provided an opportunity to present before this committee, when it 
considers this section, the information you have. It is what we are 
expecting to ask on lead and zinc. Then the committee that handles 
the legislation will be responsible. It is their responsibility as to 
what they wish to do. We are glad to give you this opportunity, 

although his is outside the program that we planned. We are glad 
to have it. 

Mr. Jones. I would like to make one additional remark. Yester- 
day there was some talk about the need of miners for higher wages. 

The Cuamman. How did you say that? The need of miners ‘for 
higher wages ? 

Mr. Jones. There was some suggestion on the part of union repre- 
sentatives that miners in this country should be given higher pay, if 
anything. But a 25-percent cut in wages would go a long way to 
solve the problems of ourselves and a lot of the producers, Li imagine, 
right here. 

The Cuarrman. How are you going to cut wages when living costs 
are maintained at the same level? You are talking about the dollar 
now. You think you are talking about wages but you are not. 

Mr. Jonrs. Wouldn’t the New Mexico miners we heard about yester- 
day who are out of work and who are now getting 5 dollars a day com- 
pensation probably be better off working at 10 dollars a di ry than in 
not working for 5? 

The Cuarrman. Unemployment compensation does not go for life; 
it only lasts a certain length of time. 

Mr. Jones. It is all the most important to get a job for 10 dollars 
instead of holding out for 16. 

The CuarrmMan. Personally, I do not believe cutting wages solves 
anything, because you get into the value of the dollar. 

Mr. Jones. It reduces the cost of living. 

The Cuarrman. It might. 

Mr. Jones. It is the -hhigher wages that have raised the cost of 
living. 

The Cuatrman. You see, when prices of food rise, and especially 
the price of the purchases a laborer has to buy to live. I always men- 
tion farmers because that is one thing we have tried to specialize in. 

What happens to the farmer? Because he sells his stuff at the mar- 
ket, down goes the price of what he sells, but the price of producing his 
products still has not come down a cent. 

Now, if you think it is any solution to lower the price further on 
what he has to sell, then you are mistaken. When the laborer receives 
a fair wage, then he is a better purchaser. You get right into the dol- 
lar value entirely, because if you are going to keep the prices of food 
up, you have to keep the prices of labor up. 

Mr. Jones. Maybe we should not keep the price of food up. 

The CHarrman. There you pose a question. That is the question 
the world has to decide, not us, because we are going to have food 
shipped to this country. It is going on right now. When we were 
building up this butter, the people from over in certain countries in 
Europe were sending butter and cheese into this country. What are 
you going to do about that ? 

Now we have decided not to let them ship that in. This is the only 
place where they can send imports and get the dollar value to hold 
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their economy. ‘They are our friends. How are you going to cut your 
friends’ throats and make them enjoy it? That is the problem I would 
like to have solved. 

Mr. Jones. I think the most disturbing thing is a sudden change. 
If the price of butter was set that it was going to be reduced over a 
certain period, or at least the Government support, it would give the 
producers of butter a chance to adjust themselves to it. 

The CHarrman. That is exactly what Secretary Benson said. He 
told them at the Chicago meeting that he wah going to give the dairy 
men who supported the 90 cents of parity, one year to get their house 
in order, after that time a new program would be necessary. 

I will go along with that. But take cattle, for instance, and now 
we are getting off to something else. When you have a 30 percent 
reduction in the price of cattle at the farmer’s level, and no reduction 
in the price of beef at consumer’s level, where you buy what you eat, 
then you are in difficulty. 

Mr. Jones. Idon’t think the Government can protect everybody. 

The Cuarrman. That is what I wanted you to say. 

Mr. Jones. Yesterday you said we are in effect in a revolution. 

The Cuatrman. That is right; an economic revolution. 

Mr. Jones. And we certainly cannot adjust from a war economy 
back to a peacetime economy without somebody getting hurt. 

The Cuarrman. And right at the time we are in this economic 
revolution era, we are in a world revolution in regard to governments. 
While we are trying to save our economic skin, the revolutionary 
proposition may drown us in the destruction of our form of Govern- 
ment. We cannot support everybody. I don’t even know if we can 
support fluorspar. I don’t know. But we will sure give it a ride, if you 
boys will appear and give us the support you should. We will let the 
committee know what the situation is. 

This was not any wartime action because it happened in 1952. 

Well, thank you very much, and we will help you in any way we 
can, as a small-business committee, to get your story over. 

Well, we will proceed now. I thought we had just about finished, 
but they tell me there is some new information on lead and zinc that 
I did not hear. 

Mr. Chase of Silverton is next. 


STATEMENT OF CHARLES A. CHASE, EXECUTIVE VICE PRESIDENT, 
SHENANDOAH-DIVES MINING CO., SILVERTON, COLO. 


The Cuarrman. Mr. Chase, will you proceed and tell us your story. 

Mr. Cuase. Thank you, sir. 

I am Charles A. Chase. My official title is executive vice president 
of Shenandoah-Dives Mining Co. at Silverton. I function as general 
manager. 

I speak for Shenandoah-Dives Mining Co. of Silverton, San Juan 
County, Colo. I am 1 of 3 men who moved in 1925 toward the estab- 
lishment of this enterprise. We began development in January, 1926, 
and have done since 18 miles of major mine passages and 4 miles of 
drill-hole exploration; we began to concentrate our ore into a market- 
able product July, 1928, up to now having processed more than 4 
million tons of it, and bought 186,000 tons of ore from neighboring 
mines lacking facilities for the work. 
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The importance of the mine’s business in San Juan County, and in 
Colorado, in the last 25 years shows strikingly in these statistics as to 
its own ore: 


| 
| 


Percentage of , Percentage of 


Quantity 
vl whole county} whole Stat 


Sh »nandoah-Dives production 
Ore tons 4, 124, 601 
Gold ounces 389, 020 
Silver do 6, 508, 152 
Lead tons 26, 255 
Copper do 10, 520 


Zinc do li, 272 


Money value... $26, 281, 449 


17 year 

Money value is dollar value of concentrates as received at smelter, 
the statistics being furnished by United States Bureau of Mines. An 
item not in this tabulation is that 96 percent of all ore of the country 
milled in 1952 was concentrated at Shenandoah-Dives mill. , San Juan 
County has a special fame in being the only county in the country 
without any acre assessed as agricultural land. Conditions being as 
I have presented them, you will see the shock that came to the local 
community on suspension of production by this company at mid- 
March after 6 months of heavy losses as lead and zine prices fell 
abruptly. 

The county’s production, 1873 to 1952, inclusive, is as follows: 
Gold, ounces aie ‘ 3, OST 
Silver, ounces . 43, 5, 606 
Lead, tons te i 76, 785 
Copper, tons 4 2 ‘ : i ‘ 3, 322 
Zine, tons “ oh cuatieen b ; 25, 765 
ast value $136, 066, 369 


», the donuts of the county . ave followed a tradition of the cen- 
turi ies in making a living by mining; and the tabulation presented in 
this paragraph shows it to be one of the richest counties in the State. 
The county in the past has survived periods of adversity in common 
with other areas. At this time, better developed and better equipped 
than before, it would steady itself with confidence to await the upturn. 

3ut now an unbelievable new factor enters: The Paley Commis- 
sion, a small group appointed by the President, says that this country 
should forego largely production of lead and zine, in favor of buying 
from abroad, the large idea being on its face to raise the living stand- 
ard of so many foreign population, regardless of what may happen 
to communities such as ours scattered through vast areas of this 
country. 

One may smile at this allegation of the foreign beneficiaries of 
this proposal in view of the presence in the foreground of important 
groups of our nationals as the prime beneficiaries, in control of the 
situations to be created. I go on now and divert a bit. 

The Manhattan project was of such nature that the President might 
not submit it to the Congress. 

Executive Order L-208, closing gold mines, not of this order, should 
have been debated in the Congress, and should have been denied use, 
it being the vicious thing it was 
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The two orders seeming to have established precedent, the present 
action preparing the way toward ruin of so many mining communities 
in this country seems to move toward conclusion. That such proposal, 
seeming to bypass and affront the Congress, should be given attention 
as a serious matter is incredible to me. What has been considered our 
treasured protection by the Constitution seems to disappear in thin air. 

My point there is that this is something that needs the most wide- 
spread consideration, such consideration as the Congress can give, 
and it should not move from any small brilliant group without full 
congressional study. 

The metal industries concerned offer a sane alternative in a sliding- 
scale tax on imported metals. Its passage will give courage, to 
stricken mines and their dependent populations. 

That is all I have to say on that, Mr. Chairman. 

The Cuarrman. I have one question I want to ask. Do you have 
a mill in Silverton, too? 

Mr. Cuase. Yes. 

The Cuarrman. Do you mill ore for small, independent miners ¢ 

Mr. Cuase. Yes. I mentioned that, that we have milled over 4 
million tons of our own ore, 4,124,000 at the end of last year, and we 
have milled 186,000 tons of ore for neighbors. 

The Cuarrman. Are you closing your mill now / 

Mr. Cuasr. Yes; we have to. The mill has a capacity of some- 
thing over 700 tons a day. Unless we have our own mine to furnish 
the great part of that tonnage, we cannot operate. 

The Cuarman. How many small mines will be affected if you close 
the mill? 

Mr. Cuase. I think perhaps up to 20 individual mines have pro 
duced there in recent years. 

The Cuamman. What has been your average employment in the 
mines, the number of men ? 

Mr. Cuase. In our 25 years, | I should ss Ly it has been at or above 
175. It is a little less than that now. It was less than that in these 
recent months. 

The Cuarmman. On the wages of miners, you do not think cutting 
the wages is the ans’: er to this problem ¢ 

Mr. Cuase. No, it is not an answer. The men are struggling like 
the rest of us to try to live. No,a wage cut would not be great enough 
to save the day. 

The Cyarmman. Let me ask you another question. 1 
of scientific, shall I say, or of the extrafine machinery that you have 
for working the mines ibe also your mills and sme Iters tod: ay makes 
the cutting of the wages of less value than it would have been some 
25 or 30 years ago. In other words, you have cut down the number of 
men be CAUSE of the de ‘velopment of the machiner y? 

Mr. Cuase. Yes. 

The Cuarman. That is true in all manufacturing industries? 

Mr. Cuase. Yes, It is the background everywhere. 

The Cuamman. And it is true in agriculture. The same mechani- 

zation for agriculture has changed the whole picture in labor for 
agriculture. I assume that it has i in mining, too. 

“Mr. Cuase. That is tr ue, certainly. 


‘he increase 
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The Cuarrman. Then as far as you see it this morning, the only 
solution you offer to keep your mine open you mention in your last 
three lines. 

Mr. Cuase. The thoughtful men who spent hours and days on that 
project are men to be honored for their thoughtful attention to the 
problem. They are on both sides of the fence. They were on the 
mining side in part, and some of them were on the selling side. That 
was their best judgment. 

The CHarrmMan. You have appeared before the committees in Con- 
gress, have you not? 

Mr. Cuasr. I have not, Mr. Hill. You see, we are relatively a small 
producer of lead and zinc—lead, zinc, and copper, so we have not been 
oem witnesses. The men whose very life it is are the witnesses. 
We are just caught in a jam. We need the revenues from all those 
five metals: gold, silver, lead, copper, and zinc. We get small revenues 
from each of those metals. So many of the people who have been 
talking to you and who appear before Congress are men who depend 
entirely on lead, or almost entirely on lead, or almost entirely on zinc. 

The Cuamman. Those are all the questions I have. Thank you 
for a most excellent statement, Mr. Chase. 

Mr. Cuase. You are more than welcome, and I thank the committee 
for hearing me. These things are hard to present. 

The Cuarrman. If you have any suggestions for us, to give to this 
committee when they are considering this phase of their bill, we will 
be glad to see that they are given proper consideration. 

Mr. Cuase. Thank you, Mr. Hill. I may be able to add something 
more. 

The Cratrman. Thank you. 

Now we will have Mr. Larson of Silverton to finish up Silverton. 


STATEMENT OF C. LESLIE LARSON, VENTURE LEASING CO., 
SAN JUAN COUNTY, COLO. 





Mr. Larson. My name is Leslie Larson. I am a partner with 
William Gianetto and J. M. Cook, in the Venture Leasing Co., oper- 
ating in San Juan County, Colo. We have a block lease in the Gold 
Price mine. We secured a loan from the RFC and the United States 
Smelting & Refining Co. to build a mill and to secure machinery for 
the underground operation. In order to receive these loans, it was 
necessary for us to supply a portion of the construction cost, for which 
we mortgaged our homes. 

At the time the loans were made the prices of lead and zine were 
19.5 cents and 17.5 cents, respectively. We thought we would be 
conservative and use the 1945 to 1950 average price for a basis to cal- 
culate our ore reserves. That is 14 cents lead and 12 cents zinc. 

We planned everything possible to cut our costs; we built our mill at 
the portal to cut out trucking. The mill was designed for minimum 
attendance. Our mine plans are to use the best equipment available 
for each job with consequent savings in labor. But, there is a point 
in cost that you cannot go below. Steel costs money even today and 
so does powder, machines, and so forth. 

The wildly fluctuating prices have a detrimental effect on the mining 
industry. Wespenta lot of time and money preparing a certain block 
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of ground for mining and facilities for milling the ore, then when 
production is about to start—we have no ore. Not because the metal 
has vanished, but because it has lost its value through price declines. 

When the price of lead fell from 16 cents to 12 cents and zine from 
15 cents to 11 cents, it reduced our ore reserve from 150,000 tons to 
30,000 tons. If the price falls further, we will have only a few spots 
of high-grade ore to work on. The economics of this program would 
be questionable because of the small tonnages involved. 

The costs of mining and milling of this ore have not declined with 
the return of our products, but actually they have risen. The cost of 
power went from an average of 1.7 cents per kilowatt to 2 cents per 
kilowatt and the cost of powder from $18 per hundredweight to $22 
per hundredweight. Similarly, steel costs for both mill and mine 
have gone up. Labor, our largest single cost, has risen slightly. The 
day of the automatic mining and milling operation is not yet here. 
We must use labor, and we must give him a wage equal to or better 
than that given in other occupations. 

This next is in the form of a question, but it brings out the fact that 
we are in competition with foreign producers. How can our drillers 
or mucking-machine men produce 12 to 15 times as much as a native 
of a foreign producer? Yet we are forced to pay 12 to 15 times the 
amount in wages. Our American miner is a good man, but he is not 
a Superman. 

Thus, we are in a desperate circumstance; we cannot cut our costs. 
If we are to survive, we must be given a fair price for our lead and 
zinc products. The unfair advantage of our foreign competitors will 
surely drive us out of business unless something is done soon. Our 
repayments on loans are now coming due. 

The dumping of foreign-produced lead and zine must be stopped 
and to this end I can see no better plan than to adopt the sliding-scale 
import tax recommended by the lead, zine industry committee. 

The Cuatrman. Thank you very much. 

That is about the same type of testimony we had yesterday, if you 
listened to the testimony. We thank you very much. We will try 
and help you. 

Mr. Cole had a word to say just for a second. 


STATEMENT OF ENNIS COLE, MAYDAY MINING CO., 
SILVERTON, COLO. 


The CuarrmMan. Will you give the reporter your name and business ? 

Mr. Corr. Ennis Cole, of Silverton. I have a little mine at Silver- 
ton, and I think these settlement sheets are self-explanatory. I was 
one of Mr. Chase’s neighbors who was selling ore to his mill. After 
he went down, we went down. 

The CHAIRMAN. Do you want to file that with the con mittee ? 

Mr. Corr. I want to file that with the committee. 

The Cuatrman. That is the way you are paid on your ore? 

Mr. Core. That is right. 

The Cuarmman. And you would not be paid at all when he closes 
down his mill? 

Mr. Corr. He is closed down now. 

The Cuatrman. And you have no other outlet ? 


Mr. Coir. No. 
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The CuHatrMan. The next witness is Mr. Griffith. 


STATEMENT OF LOWELL GRIFFITH, LEAD-ZINC OPERATOR, 
GILPIN COUNTY, COLO. 


Mr. Grirrirn. I am Lowell Griffith, one of the last lead-zine oper- 
ators in Gilpin County. Our operations ceased production in 1947, 
late 1947. There are now no lead-zine operators able to operate in 
this district. There are simply two DMA operations in the whole dis- 
trict, one being uranium and the other being on lead and zine. 

We are so far from market that it takes too much for substance to 
get to the market. So we are done. I might add that in 1940 we had 
about 54 operations, 555 to 600 miners working. In 1952 we are down 
to 2 operators and less than 20 men employed. 

Thank you. 

The Cuarrman. Thank you very much. 

The next witness is Mr. Wilfley. 

He is not here? When he comes back in, if we are not finished bv 
then, we will listen to him. 

The next is Mr. Deerksen. 

Will you give your name and address to the reporter, please ? 


STATEMENT OF JOHN DEERKSEN, PRESIDENT, FRONT RANGE 
MINES, INC., CRIPPLE CREEK MINING DISTRICT, COLORADO 


Mr. Dreerksen. My name is John Deerksen. I have mined in this 
State for nearly 30 years. I am president of Front Range Mines, a 
Colorado corporation, and we are employing between 20 and 30 men, 
which makes us a typical small mining operation. At the present time 
we are operating in the Cripple Creek mining district, where we still 
work on $35 gold. In Clear Creek County, where we operated four 
mining properties, the ore being low grade and too costly to ship direct 
to the smelter, we were forced to acquire a 200-ton mill to not only 
concentrate our own ores but those of our small neighbors as well. 

I do not believe, Mr. Chairman, that you are too much interested 
in the details about this particular operation, but it might interest you 
io know what the losses suffered by this little company over the past 
years have been. 

In 1947—I won’t mention dollars and cents, just thousands 
866,000: in 1948, $63,000: in 1949, $47,000; in 1950, $38,000. Now 
comes 1951. In 1951, $29,000. Why? We were getting happy; we 
were cutting our costs and we thought that we were on the way to make 
some money. So what happens in 1952? 

The increase in costs for machinery and equipment, labor, materials, 
and supplies, the decrease in cost for price of lead forced us to close 
the mill in early 1952. Although the mill was closed, maintenance 
costs for 1952 still amounted to $8,000, and for a total loss of 
§252,814.42. 

I might say here that the closing of our mill also forced the closing 
of our four small custom shippers. But that is not all of the story. 
Our purchase contract on these mines expires next month. We still 
owe a balance of some $60,000, which we are unable to pay. The own- 
ers, after all this development work has been done on their properties 
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for free, are not very anxious to make new contracts at this time. The 
stockholders of this company are not rich people. Practically all of 
them are wage earners with an average holding of about 400 shares. 

The stock in the market in 1948 “ages for $2.75; it is now 30 cents. 
It is not a ve ry good picture and I do not sleep good al nights. 

I have only a few more words to say. 

One point is that very much has been said on zine and the price of 
zinc. 1 would like to know what price of zinc. We miners do not get 
paid for zinc. Who in the world ever mentioned that the Colorado 
iIniner gets paid for zinc? We do not get paid for zinc. Weare penal 
ized for zine if zine goes beyond a certain point. Now the only Way 
io overcome it is if the small producer is rich enough and can build 
himself a little mill and put in a little zine unit, he makes a zine con 
centrate and he ships it out of the State. 

Well, you cannot clean up that zine "pron hues a full hundred per 
cent, so the answer is that for the gold and silver you get paid about 
40 percent. What you gain on one hand shipping to one smelter you 
lose on the other, so you jump from the frying pan into the fire. What 
you really end up with is a price of about 2.cents for your zine concen- 
irate and it does not pay you to put in a zine unit. It is as simple as 
that. 

Another thing is that I have prepared a few items here, but I have 
thrown them away because most of it has been said, and wonderfully. 
The thing that gets me as a small operator is that every miner wants 
to be a good miner. He wants to improve the quality of his ore. To 
day more than ever he has to make good ore out of bad ore. He cannot 
think in terms of tonnage any more; he has to think in terms of dollar 
values of his ore. 

Why, in heaven’s name, the smelter and the railroad should be a 
partner in his business without contributing a doggone cent toward 
that. business is something I don’t understand. It does not cost the 
railroad any more to transport $10 ore than it costs them to transport 
$100 ore. That old gag that the insurance rate is higher is just an old 
canard, because I will take a chance on my ore that the railroad would 
not run off of the track. And if it does, 1 am perfectly willing to send 
a truck up there and pick up my ore out of the ditch. 

As far as the smelter is concerned, the smelter tells us that the treat 
ment charges are higher on a higher grade of ore. Quite the contrary. 
The low-grade ore is the ore that t: akes the more reaction. So we are 
confronted with a situation. When you have a cancer you dig down 
deep and dig it out. Any method you use to do that job is a good 
method. 

So I am personally in favor, very much: in favor, of the Simpson 
bill because it at least is a beginning. It is not the complete answer 
for the small miner because it still gives the railroads and the smelter 
a chance for the moment this price is established for the small miner 
if that price of 1514 cents goes through, the small miners get only 
about 5 or 6 percent on his lead and he still does not get anything for 
his zine. 

We have a record here of the hundreds of thousands of tons of zine 
that have been produced. I am just wondering how many, and I have 
asked myself the question as late as last night, how many thousands 
of tons were included in this tonnage for which the small miner never 
did get paid. And what happe ned to that zine after it got to the 
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smelter? I would like to have somebody tell me that. Do they throw 


it away or leave it on the dumps, or what do they do with that zine 
slag? I would like to know someday. 

I am, therefore, in favor of the Simpson bill because it is a be 
ginning. 

This still does not prevent the railroads and smelter 90 days later 
from increasing the price of transportation and the price of treatment 
charges. 

The CHarrMan. Thank you very much. 

The next name I have on my list is Tom Martin. 
Will you give your name / 


STATEMENT OF THOMAS E. MARTIN, BURKE-MARTIN MINES, 
MONTEZUMA, COLO. 

















Mr. Marrin. My name is Tom E. Martin, Burke-Martin Mines, 
Montezuma, Colo. 

Congressman Hill, primarily lama prospector. I came out here 
from Indiana in 1948 and I went to the old ghost town of Montezuma. 
They called it a ghost town. I went up on Glacier Mountain, and 
I found that there were a lot of ore samples, really high-grade speci- 
mens onthe dump. So we started opening old mines. We opened nine 
tunnels where the oldtimers had left them. All of the work had been 
done with a single jack. That is a hammer and a chisel. 

The first silver discovery in Colorado was found on Glacier Moun 
tain by a man walking overland from Central City to Leadville in 
Is64. He kicked up the ore on top of the hill, sticking out of the 
ground The local miners told me that no one, no engineer, could see 
farther underground than I could. So we took a bulldozer. The veins 
were vertical veins. We walked this bulldozer up through the timber 
and we packed in fuel. We cut 6 veins from 12,000 feet down to 10,000 
feet. 

( nly one of these veins was know n. The area covered Was approxl- 
mately 600 feet altogether. All of these are pay _— So I should 
like to debunk, at this time, the Paley report. As a prospector, I 
think I am probably the most logical person to do just that. I would 
like to show this, if I can. I will olve 3 you a copy of this. 

The Apaches were still making raids up there in 1885, when John W. 
Burke was in that country. 

Here is the United States Geological Survey report of the Monte- 
zuma Quadrangle, paper 178, by T.S. Lovering. These are the veins 
in our particular mountain. Only one of these veins has been worked 
to any extent. I am pointing to these red lines on this map. There 
are approximately, 1 would say, 30 in 1 area. Here on this map is 
the area which we explored, and we found 5 small veins in that area. 
It does not make sense. Most of the work was done at an altitude 
above 11,000 feet. They took what silver they could take, and they 
hauled it off the mountain in packsacks, and overland by oxcart to 
the smelter in Denver. 

This picture is the completion of our dozer work at 12,000 feet. This 
next picture is the condition of the property when we took it over in 
1948. All the tunnels were caved and choked with ice. But every 
one of these tunnels, except one, had a high-grade pay streak. They 
had gone out of business either during the silver panic—well, thev 
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would get a short spurge when the price would go up, and when the 
price would go down they were out of business again. A small miner 
cannot stand that fluctuation in price. 

We built a road such as you see in this picture, and we widened 
it out to expose the bare rock. In that manner anyone could see under 
the ground, if you could take the top off. I am sure that the Paley 
Commission did not take this much trouble. They drove through a 
bunch of ghost towns and said, “They are all closed down, so we guess 
they are all worked out.” 

You will notice in this picture one of our dozer cuts on the Queen 
Bee mine. You can see the black spot appearing in one picture, and 
in the next it gets larger. Then we exposed the vein. This particular 
vein ran 267 ounces of silver and 34 percent lead. 

The next picture is one of the St. Joe mine. This ore was 5 feet 
wide of solid spartalite zinc. There were wooden rails in that mine, 
and not 1 pound of ore was ever removed. 

This picture here is the Albany mine. It was 40 feet wide. The 
gangue material was mostly manganese that assayed 29 percent across 
40 feet. 

This paper is the return from the Resurrection Mining Co. in Lead- 
ville. You will notice that shipping this ore included mixing the 
lead and zine together and that we got the following return. We were 
paid for 50 percent of our gold. We were paid for 75 percent of our 
silver, minus 1 ounce. We were paid for 71 percent of our lead minus 
214 cents a pound. On our zine we received 61 percent of our values 
at 40 percent of the market price. 

On the Northern No. 2 vein it was a virgin vein, 3 feet wide, con- 
taining 54 ounces of silver, 12 percent lead. This was opened with 
a dozer. 

On the Old Timer vein it was 28 feet wide, and the high grade, 
without milling, ran 1314 ounces of silver, 21 percent lead, 42 percent 
soluble, and gave $64.27 a ton net value at the smelter when the price 
of lead was 18.66 per pound. 

This next shows an old vein. This particular section here is the 
Silver Wing. The patent number is No. 141. This was a tunnel in 
the hill. There was 300 feet of ore in this tunnel that had never been 
touched because it was zinc. That was in the upper level. In the 
lower level there is another 300 feet of ore that has never been touched. 

The CHatrman. What was the date on that? That is 1951? 

Mr. Martin. Now, these are some zine smelter returns. This is 
1951. This shows a few of the charges imposed by the smelter. Here 
is a base charge of $37.50 for treatment. Here is a zinc adjustment 
price charge of $9.50. They impose that without any recourse at 1 

cent a pound for ever y dollar, every penny, that zine went over 9 
cents a pound. 

The CrHarrman. The more zine you had, the more they took out? 

Mr. Martin. No, the more the price went up. They took a dollar 
a ton for each penny that the price of zinc went up, which means 
that we had to pay them $9.50 a ton at 1714-cent price. 

Here is a labor adjustment which means when the price of labor 
goes up at a smelter, the miner pays it. 

Now I will hand you a recent return from another district showing 
the comparable charge. 

The CuHarrman. Well, the 3714 is the same? 
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Mr. Martin. That is right. 

The CHarrMan. Zinc is down to $3. 

Mr. Martin. That is the zine adjustment price because the price 
has dropped. 

The CHarrMan. But your labor has more than doubled. 

Mr. Martin. Labor has more than doubled. 

The CHarrman. What is the date on that? April 1953. 

Mr. Martin. Now, there are a lot of falacies beside the Paley 
report, and one of them is that we get better grade ore in foreign 
countries. Here is a report on our ore by the United States Bureau 
of Mines. I will quote: 

Your samples have been investigated and we find that the zinc which is 
the form of the mineral spartalite is exceptionally poor and a true spartalite 
with very little iron, It does contain silver in commercial amounts. The lead 
galens and spartalite also carry silver, and some metallic silver is visible in the 
samples taken from the Silver Wing property. 

That should answer the question in regard to the purity of our ore 
and the grade of it. In order to beat these charges we have con 
structed a hundred-ton mill: we are under construction now. This 
is all the result of a prospector walking over the top of the ground, 
under our free-enterprise system, and finding ore that was of com- 
mercial value to interest somebody to build a mill. The cost of this 
mill when complete will be approximately $100,000 for a 100-ton mill. 
But now we do not know where to go from here. 

The Cuamrman. Are you building the mill on the grounds 

Mr. Martry. The mill is on the grounds. But at the price o lead 
and zine, we do not know whether we can continue or not. I do not 
know how you amortize 4 years of work, how you get back what you 
speat, and the friends you have gotten in on the deal. You do i 
on deer meat and beans, and sometimes it is as cold as 59 below zero. 
But there is something about a prospector. He hears about a deposit 
of ore and he is going to look it wp. He is ruined for everything else. 
He cannot go fishing or hunting; he is lookimg for rocks. 

L went back home to Indiana at Christmastime and I found a large 
deposit of lead and zine and sulfur back there. I don't think there 
is a mine within a couple of hundred ma of the place. 

I went into an old miner’s cabin up there before I came down here 
and I asked him, “You have mined in Cripple Creek, Central City, 
and Leadville, and they have asked us small miners to come down 
and try to figure it out so they can take it back to Washington, What 
do you want me to tell them ¢” 

He said, “Tom, if it is to the advantage of our Government to 
let the mines die, then let them die; but if they are going to die, 
let us know mone it so we can go to the funeral.” 

He said, in addition to that, “Now, let’s look at this thing from 
an extreme ly radical standpoint. Supposing we buy all of our mate- 
rial, raw materials, manufactured goods, the things we eat, every- 
thing from every other country in the world, and we all go on a big 
vacation. Somebody will get ‘the idea we should go over there and 
get our Congressmen.” 

The problem that he asked me, he said, “Tom, do you believe these 
Russians are sincere? Does the United States Congress believe they 
are sincere?” 
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Our lesson in Korea was for metals. When the Russian Com 
munists overran our position below the 38th parallel, they passed 
the line of our tungsten mines. When they were pushed back above 
the 38th parallel, the tungsten mines were still intact, because the 
Reds thought they would be back. 

Now they have attacked us everywhere. Right now in India there 
are grumblings because that is where we are getting our manganese. 
It is easier in lead and zinc; we are doing that for them. We are 
spending thousands and shommemds of dollars, millions and millions, 
I guess, in foreign countries; and we are not raising the standard ot 
living, because the pictures of Life magazine show the South Amen 
can miner carrying lead on his back. He does not even wear shoes. 
We say we cannot raise their wage scale so that they can buy our 
products. 

When I was in Newport News, Va., on a housing job in 1939, we 
told the people down South what they could pay for labor. I think 
we can do the same thing in South America, if we are spe nding our 
money there. Actually, the whole thing is that we are going foreign 
because of cheaper labor. If they are going to do that on mining 
which is a start, they are going to do it in every other industry. 

We feel very strongly about this thing. We know what your prob- 
lems are, we hope, and you know what ours are. We want to help 
you with yours. There never has been a time in this history of our 
country when you had to ask a small mine r, “ Are you or have you ever 
been a member of the Communist Party?” ‘Those boys are with you. 
and they will never quit you. I know we have frie nds abroad, and we 
have friends in the hills, too. 1 know of one mine in our country 
that is keeping going just to keep the men in the town alive. 

In closing I should like to read from a great American, Abraham 
Lincoln, in an interview with Schuyler Colfax on the morning of 
April 14, 1865: 

Mr. Colfax, I want you to take a message from me to the miners whom you 
visit. I have very large ideas of the mineral wealth of our Nation. I believe it 
practically inexhaustible. It abounds all over our western country, from the 
Rocky Mountains to the Pacific, and its development has scarcely commenced. 

During the war when we were adding a couple of million dollars every day 
to our national debt, 1 did not care about encouraging the increase in the volume 
of our precious metals. We had the country to save first. jut now that the 
rebellion is overthrown and we know pretty nearly the amount of our national 
debt, the more gold and silver we mine, we make the payment of that debt so 
much easier. 

Now I am going to encourage that in every possible way. We have hundreds of 
thousands of disabled soldiers and many have feared that their return home 
in such great numbers might paralyze industry by furnishing suddenly a greater 
supply of labor than there would be demand for. I am going to try to attract 
them to the hidden wealth of our mountain ranges where there is room enough 
for all. 

Immigration, which even the war has not stopped, will land upon our shores 
hundreds of thousands more per year from overcrowded Europe. I intend to 
point them to the gold and silver that await them in the West 

Tell the miners for me that I shall promote their interest to the utmost of 
my ability because their prosperity is the prosperity of the Nation, and we shall 
prove in a very few years that we are indeed the treasury of the world. 

The CrHatrman. Thank you very much for an interesting state- 
ment. 
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(Information submitted by Mr. Martin follows :) 


BuRKE-MARTIN MINES 


The Burke-Martin mines located near Montezuma, Colo., are an interesting 
group of claims that merit further development and exploitation. 

During my first visit to Montezuma, I was impressed with the general mineral- 
ization of the whole district. As I became more acquainted with past and present 
mining operations, it appeared evident that most of the mines are small surface 
workings that have hardly scratched the potential wealth of the region. 

Among the mines that were worked 50 to 70 years ago and which still offer 
possibilities of producing appreciable quantities of lead-silver-zine ore are the 
Bell and Silver Wing groups. These groups plus adjoining claims have now been 
consolidated and are controlled by the Burke-Martin mines and comprise a 
whole that offers an opportunity to develop and exploit in a systematic and 
workable manner heretofore not possible. 

The area covered by the Burke-Martin mines consists of a biotite gneiss cut 
by fissure zones containing ore shoots of various lengths and widths. Quartz 
and pyrite containing gold are found in some places, galena with high silver 
content in others, and pure sphalerite with low silver often with galena. Native 
silver is often found in vugs and at fissure intersections. The ore shoots or 
veins are often baren or weakly mineralized and in places are displaced by 
faulting. In other places the ore shoots are wide and massive and often contain 
ore rich enough to ship without concentrating. 

Mine workings of the Bell group are caved and at present inaccessible; how- 
ever, records show that rich silver-lead ore was mined from this group for a 
number of years. Operations were conducted through vertical shafts from the 
surface and were discontinued when water in the lower levels became excessive. 
While mining was done principally for lead and silver, the veins also contained 
zine and manganese which were not commercial at that time but would be 
valuable at present. 

The Silver Wing mine lies northeast of the Bell group and was worked by two 
tunnels, one 135 feet above the other. The upper tunnel is over 800 feet into 
the mountainside and has yielded an appreciable amount of ore judging from 
the size of the overhead stopes. The lower tunnel is in 350 feet and has not yet 
tapped the orea that lies below the upper tunnel. The entrance to the lower 
tunnel is at the bottom of the mountainside and easily reached by car. A 100-ton 
mill is located nearby. 

In the area between the Silver Wing and Bell workings, and also above the Bell, 
a considerable amount of bulldozer work was done during the last year. This 
work consisted of cutting trenches across the mountainside and gouging out the 
portals of some of the old cavedin workings that lie in this area. Ina number of 
places ore was uncovered and 5 veins were located. These veins mostly parallel 
the Silver Wing veins. 

The lower tunnel of the Silver Wing offers the logical means of developing 
the whole group of Burke-Martin mines. By making it a main haulage way and 
drainage tunnel it will provide entrance to the whole group. Advancement of 
the face will be in ore along the same vein that was mined in the upper tunnel. 
As the face of the tunnel is advanced the amount of ore overhead increases with 
the slope of the mountain until at about 1,200 feet it will be 700 feet under the 
Beli workings. During advancement, crosscuts from the tunnel will intersect 
five other known parallel veins that have outcrops on the mountainside. It is 
reasonable to believe that the driving of this tunnel will pay for itself in the 
amount of ore removed. 

All in all, as mines are today, the Burke-Martin mines appear as worthy a 
mining venture as can be found anywhere. 


PROPOSED PLAN OF DEVELOPMENT, BURKE-MARTIN MINES, INC., MontTEzuMa,.Goro. 


1. We have the best technical men available to expedite the work. The com- 
pany policy shall be based on sound mining engineering and good business 
practice, working the mines with the intent of removing the ore in the most 
economical manner. The management will be in the hands of technicians capable 
and interested in making a profit, as they are also stockholders. 
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2. Brection of an all-metal building of the portal of the Silver Wing main 
haulage tunnel. The purpose of this building is: Change room for miners, stor 
age for mining supplies, and cover for workshop and compressor house. 

The fireproof safety factor of this item alone will appeal to the miners 
and the Safety Division of the Bureau of Mines 

With all of the mining department housed under one roof, it will make for 
a handy and economical operation. 

3. Installation of mining machinery: Air compressor end blower, drifter, pipe, 
track, and mucking machine. 

(Note.—The electric power line was completed to the property last summer. ) 

4. Advertise for footage contractors and day’s pay miners. ‘We will receive 
competitive bids on the contract work. There is an abundant supply of miners 
and tunnel men at this time, and we should be able to secure the services of 
the best in the business. In letting footage contracts, we will be able to know 
in advance just how much drifting will be done at a certain given price. This 
will help us to pinpoint the ore reserves developed for a certain amount of 
expenditure. 

5. Now, drifting will commence on the Silver Wing tunnel When the rich 
silver junction is reached, another drift will start on this vein to connect all 
of the other known veins (Meteor, Albany, St. Joseph, Northern No. 2, and 
the Old Timer). As soon as each of the veins are cut, other drifts will be 
driven on them to develop more ore. With development work proceeding on 
6 different veins, it is easy to realize the vast potential of the ore reserve 
in a short period of time. All ores removed from these drifts will be ear- 
marked for milling to help defray the cost of driving the tunnel. 

The advantages of a low level tunnel are many. Cheap mining in that all 
of the ores are delivered by gravity, and it will be just a matter of pulling 
chutes and loading cars after the ore has been blasted down. There will be 
no pumping of water as all water will run out by gravity. Then there is also 
the advantage of a winter operation unhampered by the heavy snowfall of 
the region. Last, but not least, the advantage of the mill location within 75 
feet of the mine. All of these things have been planned to give us a real 
chance to cut down on our overhead and give us a chance to make more profit. 


HISTORY 


Burke-Martin mines had its beginning in 1947 when John M. Burke of Monte 
zuma, Colo., sold his holdings to Thomas E. Martin of Indiana. Mr. Burke had 
worked the property since 1881. He had acquired claim after claim to put 
together the Burke group of mines on Glacier Mountain where silver was first 
discovered in Colorado. 

When Tom Martin came to Colorado in 1948, the property was in a very run- 
down condition and badly in need of development work. The tunnels were caved 
in and choked with ice. Since this time, 9 different portals have been opened 
into old workings. All but 1 of these portal openings is the gateway to a vein of 
pay ore. After these portals were opened and veins of commercial ores were 
found. Burke-Martin mines set out to prove these veins from the surface with 
a bulldozer. This work has a range of about 1,000 feet laterally and started from 
an altitude of 10,000 feet and was completed at the top of the mountain or at 
12,300 feet. Ore was opened at 6 different locations, laterally and was found at 
all dozer levels from the top of the mountain to the bottom. 

The Silver Wing has two drifts, the upper drift is 850 feet and the ore is con- 
tinuous for the distance of said drift. According to the statistical division of the 
United States Bureau of Mines, shipments made from this tunnel would give a 
gross value of $35 per ton at today’s prices. Ore was removed from the upper 
drift for a distance of 450 feet, the remaining 400 feet is blocked out. A test 
shipment of the concentrates gave values of 1.86 ounce gold, 45.9 ounce silver, 
42.1 percent lead, having a total value of $198.82. Past records of crude ore gave 
a concentration ratio of 4.1. 

The content of these ores would indicate silver alone has enough commercial 
value to warrant further development of this vein. About 300 feet from the 
portal of the drift a high grade pocket of silver was removed from below the track 
and the return was 19 ton, which paid $29,000. This pocket has never been cut 
by the lower level. The lower level was started on the same ore body. Shipping 
was begun immediately upon contact. The ore has been drifted under for a 
distance of an additional 275 feet and no ore has been removed from this section 
of the mine. The intersection in the upper tunnel that made the high grade 
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silver pocket has not been reached by the lower level. This intersection, by 
survey, cannot be over 75 feet ahead of the present workings. On page 72 of the 
United States Geological Survey Professional Paper No. 178, I quote the follow- 
ing: “Shipments from the lower level of the Silver Wing indicate that the zinc 
ore contains only about 15 ounces to the ton, $13.50 of silver alone.” Also quoting 
Mr. T. L. Johnston’s report of April 12, 1953: “It is reasonable to believe that 
the driving on this tunnel will pay for itself in ore removed.” (5 by 7 tunnel will 
pay in ore for the cost in advancing said tunnel.) 

The Albany mine was opened by the bulldozer method and the vein was 40 
feet wide. The test shipment of crude ore from said vein ran 5 ounces of silver, 
» percent lead, and 21.85 percent zinc. The gangue material was mostly manga 
nese and an assay of this material across the vein ran 29 percent manganese 
The St. Joseph vein was from 3 to 5 feet solid sulfide, lead, zinc, and silver ors 
These two veins lie south of the Silver Wing’s main haulage tunnel. The St 
Joseph tunnel still had wooden rails that the original operators left in there 
The Meteor is a 3-foot vein between the St. Joseph and Silver Wing; an assay 
of this vein ran 10 ounces silver, 22 percent lead, and 8 percent zinc. The 
“Old Timer” vein which lies to the north of the Silver Wing vein was exposed by 
the bulldozer method, the vein was 28 feet wide carrying a strong “pay streak’”’ 
of sulfide, lead, and silver. The aggregate width of the sulfide is 9 feet A test 
shipment from here ran 13.55 ounces of silver, 21.9 percent lead, and 42 percent 
insoluble (rock). The northern No. 2 vein which also lies north of the Silver 
Wing was opened by the bulldozer method. The vein was 3 feet wide and an assaj 
showed values of 54 ounces silver, and 12 percent lead. All of the above veins 
parallel each other. Covering a lateral distance of 600 feet. 

In the vear 1951, a mill was started to beneficiate the ore from the Burke 
Martin mines. This mill is not owned by the company but its purpose and loca 
tion are advantageous to Burke-Martin mines. The mill is within 50 feet of the 
main haulage tunnel and its capacity is to be 100 tons, per day, minimum, It 
can be enlarged to cover the increase in production of the mine The location of 
this mill will save the company $4.50 per ton trucking charges 


The CHatrMan. Now we will try to make as brief as possible the 
rest of the statements. 

Mr. Potter, from Public Lands. I donot know why we should have 
Public Lands testimony here, but we will take them. 

Mr. Potter is not here. 

Mr. Wilfley is here now. We will hear him next. 


STATEMENT OF C. R. WILFLEY, CONSULTING ENGINEER. 
DENVER, COLO. 


Mr. WiiFiey. I am consulting engineer to Silver Bell Mines Co. 
who operate the Silver Beli and Carbonero mines in southwestern 
Colorado. The company’s general superintendent, Mr. A. A. Smith, 
at Ophir, prepared the following statement and I have been asked to 
present it here. 

The following is Mr. Smith’s statement. 


Our operation is located at Ophir, Colo., San Miguel County, in the south 
western part of the State. Our company started up this operation some 7 or 
S years ago, soon after World War II. At the time we started in the mining 
business we had every reason to believe it was the time of all times to get into 
mining. Of course, we knew it would take from 5 to 7 years to develop a mine 
and get into full production. At that time base metals were scarce and the 
prices of base metals were fairly high. Because of this scarcity we stood a good 
chance of receiving even higher prices for our metals by the time we could 
get our operation into full production. Then started the rise of both labor and 
supplies but metal prices were controlled by ceilings that never rose. By the 
time we were getting into full production metal prices were dropping in the 
face of rising costs of production. 

When we started this operation it seemed that there was no way in the world 
that we could get fouled up on metal prices. We were told of the great scarcities 
of base metals and that we were being patriotic by producing in ever greater 
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quantities. We were producing long before the expected time we thought it 
would take us to get into production, and thought we were producing much 
needed metals for the defense of our Nation. 

Some 2 years ago, as now, we were producing gold, silver, lead, and copper as a 
bulk concentrate, and tungsten as a byproduct. Zine prices were fairly high so 
we decided to install additional mill equipment and produce zine as an addi 
tional byproduct. By the time we had purchased and installed this additional 
product, the price of zine took a drop, and by the time we had produced our 
third carload the bottom dropped out for both lead and zin The price of zine 
cropped to 12.5 cents and production was stopped. 

During the first few years we had high hopes for our operation, so purchased 
additional mining properties, opened our second mine; namely, the Carbonero 
mine, in addition to the Silxer Bell mine, where our mill is located. We built 
37 modern living quarters for our employees to live in. We built mine access 
roads—bought several large trucks with which to haul ore from this new mine 
to our mill, and concentrates to the smelter. All construction was well 
looking into the future. 

With the price drop of lead and zine we soon found that venture capital was 
almost impossible to get, and we had to stop all new construction and develop 
ment work in our mines, and devote ourselves to production alone. Those of 
you who are mining people know that a condition of this sort—production without 
development—cannot long exist. We developed our mines and constructed our 
buildings with the highest priced labor and supplies ever paid in the history 
of this country. Now we are faced with higher priced labor and supplies. Last 
December we were forced to give our employees another raise in pay. Of course, 
our miners cannot help it that we receive little or nothing for our metals; their 
living costs as well as ours are high and going higher. 

The history of mining seems ever to repeat itself. I have been mining most 
of my adult life, and have known and seen many small metal-mine operations 
go down for these very same re asons [ have talked of today, only to be devoured 
later by a large mining company who purchased their machinery and developed 
mines for a few cents on the dollar spent by the first, second, or maybe even the 
third small operator to try his luck. The small company’s stockholders were 
usually left holding the proverbial bag, and believed the mine management to 
be swindlers or crooks. 

In closing I would say that under the present conditions and fluctuating 
metal prices, the small mine operator has usually but one chance in a lifetime, 
and that is during a depression era, at which time all standards are equal. 


T add the following to Mr. Smith’s statement : 

This company has been operating continuously for about 7 years 
on a 6-day-week basis, milling about 100 tons per day steadily, with- 
out interruption. It has produced a lead concentrate sold to smelters, 
containing: 


aone ; 


Pounds 


a = = . . 1, 805, 940 
Cappee ~ Msi. abs a 449, 68S 
383, 930 


As zine is not deneivend by the end smelter, this zinc was not paid 
for and was lost to industry. In the attempt to make a recovery of 
zinc in a separate concentrate last year 75,689 pounds were recovered 
and sold. 

At the current rate of production approximately 45,000 pounds 
of zine per month is being discarded in the mill tailings and is there- 
fore lost. About 60 percent of this would be recovered in zine con- 
centrate if the zinc plant were operated. 

Early last year the company negotiated a contract with Defense 
Minerals Exploration Administration for an exploration project, to 
cost $79,120, half of which, or $39,560, is advanced by the Govern- 
ment as a loan. 

Work began June 16, 1952, and on April 11, 1953, an exploratory 
drift, or tunnel following the Carbonero vein, had opened up new 
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ore for a distance of 385 feet along the vein. Mining of this ore was 
begun and repayment of the loan is now in progress, through a royalty 
to the Government on proceeds of the production. 

At the time the Government loan was under consideration metal 
prices were: Lead, 19 cents; zinc, 1914 cents, and copper, 2414 cents 
a pound. Gold and silver were, of course, at fixed prices. (Gold 
and silver constitute about a fourth of the gross assay value of the 
ore. ) 

The damage done to this project is shown roughly in the following 
table. The average assay of the ore is the weighted average of 84 
samples taken regularly as the work progressed. 

Gross assay value, per ton 
Average assay of the ore ee 


Original price Present price 


Percent 
Lead. ..... i 3.05 | At 19 cents.......-. 5 INE 5. cndémndeatuniie $7. 32 
Copper. 75 | At 24.5 cents . At 30 cents 4.05 
Zinc 95 | At 19.5 cents 3.7 At 11 cents cmabesae . aaa 


POR cent i os 13. 46 


The decline is $5.51 per ton or 29 percent for the 3 metals. If the 
fixed told-silver value is included, $4.48 per ton, the overall decline 
is 25 percent. If zinc must be eliminated because of its low price, 
the damage is still greater. 

When a separate zinc concentrate is made, the additional milling 
treatment effects a somewhat higher overall recovery of the metals, 
with less going to waste in the tailings. A portion of the lead and 
copper is recovered in the zine concentrate, adding to the value of 
this product. It is therefore believed that the suggested minimum, or 
supported, price of 33 cents a pound for the combined metals, lead 
and zine, would justify resuming the production of the zinc in this ore. 

The Cuarrman. Thank you very much. 

Now if my papers are correct, I have two special witnesses. 

Mr. Paumer. May I enter the appearance of Mr. Hinkley of the 
Rico-Argentine Mining Co. of Rico, Colo. ? 

The Cuatrman. Is he here? 

Mr. Patmer. He was unable to be here, but he asked me to state 
simply that operation is losing $250 a day and that unless some relief 
is extended they will be forced to close. That is the Rico-Argentine 
Mining Co. of Rico. Colo. 

The Crarrman. What was his name? 

Mr. Pacer. Mr. Hinkley. 

The Carman. Mr. Cox of the Chamber of Commerce at Gun- 
nison will be next. 


STATEMENT OF GUY J. COX, EXECUTIVE SECRETARY, GUNNISON 
CHAMBER OF COMMERCE, GUNNISON, COLO. 


Mr. Cox. My name is Guy J. Cox. I am executive secretary of the 
Gunnison County Chamber of Commerce. I would like to point out, 
due to the closing down of the lead and zine production in Gunnison 
County, how it has affected the business and the economics of our 
small town and the small population of Gunnison County. 





PROBLEMS IN THE METAL-MINING INDUSTRY 147 


The last census, I believe, shows Gunnison County as something 
like 5,800 population. The town of Gunnison has a population of 
2,729 people. At the peak of the production of lead vad zine in Gun- 
nison County Callahan Lead & Zine had some 65 employees. The 
Keystone Mine at Crescent View, which is A. 5. & R., employed some- 
thing like 45 to 50 people. Mr. Simpson’s mine employed something 
like 20 to 30 people. The combined payroll of these een 
amounted to something like forty to fifty thousand dollars a mont] 
That is being shown up in our overall business since the closing of 
those mines or curtailed operations. 

At the present time we have something like 10 people employed in 
the production of these mines. Callahan Lead & Zine has 2 and 
Keystone Mine is operating with 8 people. Simpson does not have 
any. He closed down entirely. 

Now some figures. The independent stores during the month of 
January 1952 did $732,000 worth of business. In January 1953 they 
did $603,000 worth of business, a total loss of 18 percent. 

The overall tax collection for the month of January showed a loss 
of 11.5 percent. During February 1952 we did $423,000 worth of 
business through independent stores. In February of 1953 we had 
a slight increase, $468,000, a gain of 10 percent. 

However, during that same month, the chainstores showed a loss 
of 47 percent. The overall picture for the month of nes 1952 
against 1953, was a loss of 5.5 percent. ‘That shows you, sir, that the 
c losing down of lead and zine production in Gunnison County is affect- 
ing the economy of our small community. 

Tn view of that we would like to lend our support to the Simpson 
bill. We think that it would have a great bearing on the economics 
of Gunnison County and would put our people back to work, thus 
increasing the economy of Gunnison County and the welfare of our 
county. 

Thank you, sir. 

The Cuarrman. Thank you very much. 

The next is a statement that is being filed in the record. I want 
Mr. Greenlee to stand and be recognized from the Resurrection Min- 
ing Co. at Leadville. I will just hand the statement to the secretary, 
and he will put it in. 

(The material referred to follows:) 


A STATEMENT ON BEHALF OF RESURRECTION MINING Co., By B. B. GREENLEE, 
GENERAL MANAGER 


Resurrection Mining Co. operates a lead and zine mine and a mill at Lead 
ville, Colo., the total operation employing some 250 men and processing from 
600 to 700 tons of ore per day. About 200 tons of this ore is custom and lease 
ore from small operators. Resurrection Mining Co. is a subsidiary of Newmont 
Mining Corp. However, we consider ourselves in the category of small producers 
and feel that we are dependent upon other small producers and development of 
the area for successful operation. In short, we feel that the health of the 
industry, both large and small, depends upon a healthy and vigorous climate 
in which the small operators can work. It would be foolish and suicidal for the 
larger corporations to attempt or succeed in forcing the small operators out of 
business. 

This company wishes to go on record as being unalterably opposed to the 
Murray bill or any other plan involving a direct subsidy to nonferrous metal 
producers. We are opposed to this type of plan for the following reasons. First, 
we believe that such plans encourage the inefficient operator to the detriment of 
the efficient operator. Second, we feel that the creation of a bureau to admin- 
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ister such plan would place the Government directly in the mining business and 
add to our already topheavy bureaucracy. Third, we believe that since a 
subsidy program involves such direct Government supervision, it is a large step 
in the direction of socializing the entire mining industry. 

We also would like to comment concerning the apparent concern from some 
quarters relative to the standard of living for foreign workers. We agree that 
it is highly desirable to increase the standard of living of these workers, if for 
no other reason than for self-interest, in that they will be able to buy more 
American products However, we doubt the wisdom or propriety of attempts 
by the American Government to force foreign governments or companies to 
grant wage increases to their workers as a condition for doing business with 
them We believe that this is a proper function of the labor organizat s 
which represent the foreign workers, and that attempts of this country 
interfere in that respect would lead only to the nationalization and ultimate 
socialization of the foreign industry, and we do not believe that the Americar 
people desire this result In short, we feel that such theories play rectly 
into the hands of those who would undermine the American theory of gov 
ment all over the world 

We believe that of all the suggestions and possible solutions offered, the most 
reasonable plan and one which the American people would accept would be that 
of the sliding-scale tariff as incorporated in H. R. 4294. We feel that this bill 
will have the effect of preventing extreme fluctuations in the market resulting 
from the dumping of foreign surplus metals. At the same time it will rf 
operate to exclude foreign metals or to prevent the foreign producers from 
realizing a profit from those metals sold in the United States. In this respect, 
we agree with the testimony of Mr. Romney, Mr. Palmer, and others who have 
presented the facts concerning this bill in great detail. 

We feel, however, that the Simpson bill will not provide a complete answer 
to the ailments now afflicting the industry. It is our opinion that if the industry 
is to survive as a healthy part of our economy, it must take bigger steps to help 
itself. We believe that the producers and workers are now beginning to realize 
the bad state in which the industry finds itself, and that it is only through a 
complete understanding of the problems facing the industry by all concerned 
that any progress can be made. In this respect we feel that under the circum- 
stances both the workers and the producers must be willing to make sacrifices 
in order to pull the industry out of the slump and place it on a healthy basis. 
We feel that two of the most important basic causes of the situation in which 
we find ourselves are: First, that the industry has failed to develop new and 
expanding markets for its products. Whereas other basic materials have shown 
a great expansion in uses, the consumption of metals produced by this industry 
has been relatively constant. Second, the industry as a whole has failed to 
increase its productivity per man-shift to keep pace with other comparable 
industries in efficiency of operation. While other major industries have over 
the past 15 years made sensational increases in productivity per man-shift, our 
industry, despite vast advances in mechanization and installation of many labor 
saving devices at huge cost to the producer, has decreased in productivity over 
the same period. For example, the figures compiled by Mr. Miles P. Romney, 
who has previously appeared before this committee, for the base-metal unde 
ground mines, excluding copper, in the State of Utah, reveal that the productivity 
in 1989 was 450 tons of ore per man-year, and this productivity has gradually 
decreased until in 1951 it was 322 tons per man-year. The principal causes for 
this decline have been slowdowns instigated by labor organizations, together 
with the complications resultant from job classes. We feel that these conditions 
are fairly common throughout the industry. It is obvious that in order to 
correct these two basic causes of our depression we must have sincere coopera 
tion between the producers and the workers and their representatives, so that 
our operations will directly reflect honest labor and efficient management. In 
addition, industry must assume more responsibility for research and the selling 
of their product. 

In conclusion, we feel that the Simpson bill, which would protect our local 
market against extreme fluctuation in prices, together with renewed efforts of 
industry and labor to increase productivity and expand markets, is an answe1 
oO dilemma which will provide a strong, active industry in a free economy. 


Mr. Greenter. Do you want me to comment at all? 
The Cuarmman. The record will show that you told us this, and we 
are glad to get it. 
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STATEMENT OF B. B. GREENLEE, GENERAL MANAGER, 
RESURRECTION MINING CO., LEADVILLE, COLO. 


Mr. Greener. I do not want to take up any more time. I would 
like to very briefly state that we are in agreement that the Simpson 
bill as discussed yesterd: ay is the best solution that has been offered 
here. In other words, we are opposed to any substitutes whatsoever. 
I would like to state that some of the basic causes for our sick industry, 
I believe can be divided into two parts. 

The first part is that the consumption of lead and zinc in the United 
States has not increased as other commodities have. In other words, 
there are new markets for all these other basic products, but lead and 
Zine is just standing still, relatively. We either have to go ahead or 
backwards. So we must find new markets for lead and zinc. 

The other ailment is the fact that our productivity in the lead and 
zine industry has not gone up as the productivity in other industries 
throughout the United States. I believe that in the overall picture 
in the United States that the productivity has gone up at a pretty 
vood pace whereas it is not true in the overall picture of lead and zine. 

Now, if we are going to cure this and make our industry sound, it 
has to be wholehearted, sincere cooperation on the part of the working- 
man and their union organizations and industry to increase our pro- 
duetivity. We have not had the sincere cooperation from the unions 
in the past. 

There have been some statements that have said that our added 
machinery, modernization, and mechanization, have increased our 
productivity. I would like to quote Mr. Miles Romney, who appeared 
here yesterday, on productivity in Utah, which reflects, I think, the 
condition throughout our industry. 

For base metal mines, underground mines, in Utah— 
this is exclusive of copper mines and open-pit mines— 
it is revealed that the productivity in 1059 was 450 tons of ore per 
This productivity has gradually decreased until in 1951 it was 82 ous pel 
man-year. 

That is quite a drop. During this 15-year period, I know person- 
ally that all these mines have spent considerable sums of money, large 
sums of money, in mechanization; and even with all of these labor- 
savine devices and mechan lization, the productivity in Utah has 
dropped from 450 tons to 822 tons per man-year. That is one of the 
reasons we have a sick al At the same time, the wages have 
gone up almost double, I would say. 

The reason why this productivity has dropped—one of the main 
reasons—is the fact that the unions have encour: ved slowdowns and 
the complications resulting from job classes have all tended to make 
our productivity go down even though we have mechanization that 
should increase it. Other industries have increased their produc 
tivity and we have not. 

I will just sum it up by saying that we are behind the Simpson bill, 
but we think we have to have more than that. We have to increase the 
uses of our metals by research to find new uses and to sell our product. 
We have to cut costs. We have to have the w nolehearte i cooperation 
and sink ere Coo} eration of the workingman and the labor organiZa 
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tions, the unions. If we don’t have that cooperation, we are all going 
to sink. 

The Cmirman. Thank you very much, Mr. Greenlee. 

If my list of witnesses is correct, we have finished on the lead and 
zine. 

Now, if there is anyone else who wants to make a short statement 
on lead and zine, you may prepare it and hand it to us. We will be 
glad to put it into the record. 

We have some testimony concerning the mining of uranium. We 
would like to have Mr. MeNichols, take witness chair. 

Will you give to our reporter your name and address. 


STATEMENT OF STEPHEN L. R. McNICHOLS, DENVER, COLO., 
ON BEHALF OF THE INDEPENDENT URANIUM PRODUCERS 


ASSOCIATION 
Mr. McNicnors. My name is Stephen L. R. McNichols. My ad- 


dress is 728 Simms Building, Denver, Colo. I am representing the 
Independent Uranium Ore Producers Association which consists of 
a membership of over 300 persons. I would like to make a brief 
statement here. 

Mr. Ebbley, Norman Ebbley, will submit a report, a full report, to 
the committee. In the interest of conservation of time I will just 
give you a brief summary of this matter and what we feel its import- 
ance to be. 

Mr. Haldean, Everett Haldean, the president of the association, is 
in attendance here also. 

This, as you know, Congressman, is a relatively new industry. 
Uranium is not new, but its uses since 1939 have become apparent to 
everyone. There are many hundreds of small independent uranium 
miners, and we feel it is an especially important industry because of 
its close association with the security of the country for uses in atomic 
energy, for both war and industry purposes. 

This industry is not exactly a free industry, a competitive industry, 
because of the large amount of control that the Atomic Energy Com- 
mission exercises over it. The Atomic Energy Commission tells us 
that we are a competitive industry. However, they set the prices that 
will be paid for this product; they license those who can process it, 
those who can dig it and produce it. 

The Government of the United States owns title to all fissionable 
material, and on any materials that are produced from Government- 
controlled lands, from the public domain, and the Government exer- 
cises the right to direct that ore produced by the independents to what- 
ever mills they so desire. 

There are a number of inequities that have cropped up throughout 
the history of this new industry, largely because there was no time, 
presumably, to plan it out. Uranium had to be produced, it had to 
be produced fast, and little attention was paid to the economic con- 
sideration as well as to legal considerations. 

One of the basic troubles in the industry today is the conflict between 
the uranium claims, the mining locations, and oil and gas losses on 
the western plateau. This affects not only the independent uranium 
producers in Colorado, but also those in Utah, Arizona, New Mexico, 
and South Dakota. 
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The Cuarrman. Is this on Federal land? 

Mr. MoNicuors. Yes, this is all on Federal land. The basic con- 
flict between the oil and gas people and the mining industry is briefly 
where oil and gas losses were filed; subsequently to the filing of these 
oil and gas losses, mining locations were made upon these lands. 

Probably the basic reason for the conflict is the fact that there are no 
Federal statutes concerning that. A man going out locating a claim 
goes to the local courthouse in which the claim is located, and there 
are no records of gas and oil leases. The records are in the Bureau of 
Land Management, which might be in Salt Lake or Denver. So 
anybody locating a claim would be obligated to come in to Denver to 
search the records or go to Salt Lake or Denver. Likewise, there are 
no records in the Bureau of Land Mani igement of any mining claims. 

The Cuamman. Do you mean to say they can file a mining claim 
on the Government land and the Government does not know anything 
about it 

Mr. McNicuots. That istrue. There is no record of interchange of 
information, so tat a person going after an oil and gas lease does 
not know about a mining location and vice versa. But the situation 
that is eminent now is the legislation that is pending in the Congress, 
this Senate bill 1397, I believe, and House bill 1444, which is a bill 
which would validate those locations made on oil and gas leases 
whether they were made prior subsequently to the passage of the law. 

The CuatrmMan. Are both bills alike? 

Mr. McNicions. Both bills are identical, one by As spinall and the 
other by Senators Johnson and Millikin. That, of course, is some- 
thing that has got to pass or it upsets the whole mining location system 
over there. 

The Government says the Atomic Energy Commission initiated 
the request to the Bureau of Land Man: igement to issue decisions and 
to find out whether or not these claims were valid or invalid. The 
Bureau of Land Management issued a series of decisions stating that 
these claims filed by the miners were void ab initio, because of the 
ground that at the time it was not available for mineral entry. So 
you have the rather paradoxical situation of the Government wanting 
uranium, licensing people to go out and prospect for it, and produce 
it, and on many occasions granted them loans for exploration, and in 
other instances requiring them or encouraging them to spend large 
amounts of money in the development of these ¢ laims, and then coming 
along and pulling the rug from under the miner and saying, “You 
don’t own anthing because it was not available for mineral entry.” 

The Government was a party to this business. The Atomic Energy 
Commission was a party to this business. Some of these operations in- 
volve a quarter of a million or half a million dollars, some of the larger 
ones. There are not many of those, but most of them are small, inde- 
pendent producers. This legislation would correct that. 

We have other very important points that will be brought out in 
the paper which Mr. Ebbley wrote and will submit to the committee, 
giving the committee a résumé of the sampling practices on the 
plateau. 

The association was very instrumental in getting all the mills on 
the plateau, both Government and privately ‘owned mills, to correct 
their sampling procedures. Assaying and umpiring is still a matter 

that has to be worked out. The Atomic Energy Commission regrets 
34376—53——11 



















152 PROBLEMS IN THE METAL-MINING INDUSTRY 






to say that there shall be a list of umpires, but they do not require 
that the umpire be binding on the seller as well as the buyer. 

Of course, you cannot have an umpire unless both people agree on 
him. To date the Atomic Energy Commission has added a few people 
to the list of assay umpires, but they are not binding on the buyer, 
which leaves us just where we were before. Of course, th: at is the only 
control you have on whether or not you are getting fair value 
ore, 

The Carman. This legislation would not affect that? 

Ir. McNicuots. No; this would not affect that any. . But we bring 
this to the attention of the Small Business Committee of the House 
because it affects so many small businesses. It affects every =~ 
business on the plateau area that is depending on this backbone ur 
nium industry, from Grand Junction to New Mexico, and into Arizona 
and South Dakota, and other places. It is a very important industry. 
Machinery, equipment, supplies, and various allied industries depend 
on this. It is very important, we feel, that the Small Business Com 
mittee be appr ised of these situation * 

There is also an explanation in the report of the method of allocat 
ing leases. These uranium lands on the puolic domain are available 
for leasing by various individuals who are desirous of leasing prop 
erties. Up to now there has been no policy by the Government on 
how these leases shall be allocated. They can grant them arbitrarily 
to: anybody or restrict them to anybody. 

This association has before the Atomic Energy Commission a pro 
posal to make the allocation of these leases on a fair basis where any- 
one interested who can qualify will be entitled at least to apply for a 
lease. 

The Cuarrman. Did you expect to have that placed in the form of a 
bill or legislation ? 

Mr. McNicuors. If necessary, we felt that we might have to do 
that. But we would rather negotiate the thing, if possible. 

This directed ore clause that the Government has, wherever a per- 
son has a Government lease and is operating under a Government 
lease, the Government puts in a directed ore ¢ Jause, w hereby they can 
require the producer to send that to any particular mill. Now, in 
many instances, the Government requires these independent pro- 
ducers to send it to a mill that gives them less favorable conditions 
than any other mill on the pl: iteau, but the »y have to send it over there. 
That is a particularly bad thing, we feel. It encourages monopoly 
in the uranium industry. That is something, I think, that should be 
of concern to every legislator because of its vital importance to the 
security of the country, that there should be nothing done which 
might encourage a monopoly in the uranium industry. 

The prices that are set on the ore are not set, we feel, on a realistic 
basis. They are set arbitrarily without reference to the ability of 
the independent producer to come out. In many instances, if it were 
not for the vanadium in the ore, there would be a loss by the independ- 
ent producers. Ores that are produced, for instance, in some part of 
the Colorado Plateau, in Utah, to a large extent in Arizona and New 
Mexico, have no vanadium in those ores. Oftentimes the small-busi- 
ness man, the independent producer has to follow up. He cannot 
make the grade. 


for your 
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We feel that the Small Business Committee should give some atte 
tion to urging that these prices be set on a realistic basis, on some kind 
of a cost-accounting form, as to what various types of producers can 
produce this product for and see that they can make a legitimate 
profit. 

We thank you very much, Congressman. 

The Ciaran. Thank you very much for an interesting discussion. 

Now you have Mr. Ebbley who wants to say a word and file a state- 
ment. 


STATEMENT OF NORMAN EBBLEY, GRAND JUNCTION, COLO., CON- 
SULTING ENGINEER, URANIUM ORE PRODUCERS ASSOCIATION 


Mr. Exssiey. I am Norman Ebbley, Grand Junction, Colo., and I 
am a consulting engineer for the Uranium Producers Association 
which is an organization that is backing the independent miners in 
the uranium industry. 

I have some information here on the uranium-mining industry 
which I would like to have filed with this committee, Mr. Chairman. 
It takes these points that were discussed by Mr. MeNichols more in 
detail. There is one point here that I would like to bring out. It 
will take only a minute. 

I am sure all these men in this room are particularly interested 
the results of this sampling program which was sponsored 2 years ago 
by the Uranium Ore Producers Association. We found many inequi- 
ties in the sampling plants and wrote a report in January of last 
year which was presented at the Colorado Mining Association con 
vention as an exposé of one particular ; sampling plant. 

At that time we showed that one mining company during the year 
of 1951 had an average loss of $17 a ton over and above what they 
were receiving from another sampling plant in a different town. 
After these sampling plants were corrected, this same company ship- 
ping the same ore to these same two different mills during 1952 showed 
only a difference of 31 cents a ton for a vear’s average as against 
$17 a ton for the previous year’s difference. 

Another mining company operating in the same area during 1951 
showed a difference of $7.10 that they lost by shipping to this one 
mill. During the whole year of 1952 the same company had only a 
difference of 18 cents a ton : foe the yearly weighted average. 

This is certainly irrefutable proof that these s: amp ling plants were 
incorrect to begin with. 

That is all I would like to say, Mr. Chairman. 

The Cuarrman. Thank you very much. We will permit the state- 
ment to be filed as you requested. 

(The material referred to follows :) 


INFORMATION ON THE URANIUM-MINING INDUSTRY 


Robert S. Palmer, special consultant for the House Small Business Committee, 
has kindly suggested that the uranium miners present their side of the story 
at these hearings. The Uranium Ore Producers Association, representing the 
largest group of independent uranium miners in the Colorado Plateau area, takes 
this opportunity to thank the House Small Business Committee, and should like 
to discuss briefly the association’s program for aid to the independent miner. 
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We fully realize the present acute plight of the lead- and zinc-mining industry 
in Colorado and throughout the Nation as a whole; and, being miners by voca 
tion rather than by avocation, we are naturally greatly perturbed at the turn 
of events now seriously affecting these sister mining industries. Although the 
uranium miner is perhaps better off from the standpoint of having a guaranteed 
price for his product, he still is seriously hampered by necessarily having to deal 
with and be controlled by Government agencies that unquestionably appear to 
be motivated by somewhat socialistic tendencies. 

Some of the major problems which confronted the association and non 
member independent producers a year ago are briefly discussed, indicating the 
progress already made and what the association hopes to accomplish in the 
future, 

Generally, the UOPA is encouraged by the attitude of the reorganized Raw 
Materials Operation Office of the Atomic Energy Commission in Grand Junction, 
and feels that decided progress is now being made to answer and correct the 
protests of the independent producer. A year ago, the UOPA, as as association 
of independent miners, was not recognized by the AEC; and the Commission 
was reluctant to discuss or arbitrate problems that were presented to them 
by the association. Outwardly, the AEC now welcomes the opinions and criti- 
cisms of the association, and is cooperating in an endeavor to give the producers 
a fair shake. 

Some of the problems affecting the uranium producers are briefly discussed 
as follows: 


SAMPLING IMPROVEMENTS 


During 1951, various members of the UOPA had, from time to time, protested 
to the AEC concerning sampling procedures in use by ore buyers in the area. 
In each instance, the AEC refused to investigate the situation, stating that it 
was a problem between the seller and the buyer; and, in one instance, indicating 
that the ore sellers must furnish with AEC with proof of inefficient sampling 
practices, 

At the Colorado Mining Association convention in January 1952, the UOPA 
presented a technical paper outlining the improper sampling devices and methods 
then in use by some ore purchasers in the uranium-vanadium field. 

Since that time, and directly through the efforts of the association, practically 
every sampling plant in the Colorado Plauteau area has undergone extensive 
corrective alterations. The association was also instigator for the prepara- 
tion of a thorough, 127-page report by the Colorado School of Mines Research 
Foundation on sampling methods and procedures in the area. This report, 
covering a study of 11 principal purchasing stations, includes definite recom- 
mendations for the changes necessary for each particular plant, to place those 
purchasing depots within accepted standards. 

The AEC has indicated its intention to follow up on this report and see that 
the recommendations, as outlined in the research foundation’s survey, will be 
carried out by the ore purchasers. 

Reports from independent mine operators indicate that considerable savings 
have been realized during the past year due to the UOPA campaign to establish 
proper sampling techniques throughout the area. Substantiating this statement, 
I have some figures here that should be of particular interest. The original 
protest made by the UOPA regarding inefficient sampling practices was, in part, 
based upon the great variance between the yearly weighted averages per ton 
of ore shipped to Uravan and to Durango by two mining companies. The Skid- 
more Mining Co. was paid, as an average for the entire year of 1951, $58.55 per 
ton for ore sold to Durango and an average of $41.31 per ton for ore sold to 
Uravan for the same period, or a difference of $17.24 per ton. The Ortmayer 
Mining Co., for the same year, on lower grade ore, received $43.30 per ton at 
Durango and $36.20 per ton at Uravan, or a difference of $7.10 per ton for the 
entire year. Now look at the averages for 1952, after the exposé on improper 
sampling practices forced the AEC to look into the matter and advise the errant 
company to straighten up its plant. 
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This appears to be irrefutable proof that the sampling units, as operated dur- 
ing 1951 were certainly inaccurate. Granting that the Durango plant slanted 
sampling results to the benefit of the ore seller, amounting to $1.96 per ton 
(as determined by the research foundation’s report), there still existed an error 
in excess of $15 per ton for the Skidmore Mining Co.’s ore at Uravan 

That an error this large could possibly exist seems meredible, especially to 
you men connected with the base-metal industry, unless one bears in mind tha 
an average of 6 percent of the sample by weight (as 200 mesh material) con- 
tains an average of 60 percent of the U-3808 values. Thus, every small loss of 
-200 mesh material from the final sample, through wind action, leaks in the 
circuit, or from improperly designed or operated cutting devices, can have a 
disastrous effect on the accuracy of the final sample. 

The AEC recently issued a press release bringing sampling progress up to date, 
indicating the changes already made and changes yet to be made at each sampling 
plant. We realize that some plants are still far from perfect, and this program 
will not be dropped until all plants meet standards acceptable throughout the 
mining industry. 


UMPIRE ASSAYING 


Everyone in the mining industry who has sold ore or concentrates appreciates 
the importance of umpiring. Although AEC regulations (title 10: Atomic Energy 
Report, ch. 1, subsec. 6) specifically provides for umpiring procedures, the AEC 
did not in the past recognize any but the Bureau of Standards and LeDoux & Co 
of New York. This was virtually the same as not having a list, as the small 
uranium producer could not afford the cost or the delay in getting his settlement 
if he used either one of these umpires. 

The Commission has been endeavoring to increase this list; and recently has 
added two local assayers, Brown of Grand Junction and Smith of Moab. How 
ever, here is the joker: the Commission staies that “Although a specific assay 
company may be acceptable to the seller and the Commission as an umpire as 
sayer, this same company may or may not be acceptable to the ore purchaser 
* * *” Naturally, the UOPA contends this does not make sense. This matter 
has been discussed with the AEC, and they have agreed to endeavor to determine 
a list of umpires acceptable to the ore buyers. Nothing further has been heard 
from the AEC relative to this problem 


OIL- AND GAS-LEASE CONFLICTS WITH MINING CLAIMS 


About a year ago, the AEC, through its Legal Department, requested the Bu 
reau of Land Management to investigate the validity of certain mining claims 
that were staked on preexisting oil and gas leases. The fact that the claims 
were disclosed by the investigation to be invalid imposed a duty on the Bureau 
of Land Management to issue “decisions” to the claim owner declaring the loca- 
tions to be null and void. This initial action started a trend that eventually 
snowballed into a situation that, if continued, would have resulted in a virtual 
monopoly by the AEC of all the independent producers’ ground. 

Naturally, all claimholders throughout the area were greatly disturbed, and the 
UOPA immediately took up the fight to see what could be done to protect the 
miners. The Bureau of Land Management disclaimed responsibility, stating 
they had no other recourse than to issue the invalidating “decisions” after being 
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requested by the AEC to investigate the status of the claims in question. The 
AicC, on the other hand, admitted requesting the examination but denied re 
questing the issuance of the invalidation notices. At the present time, neither: 
agency desires to take credit for the wholesale land-grab attempt, although 
the damage has been done. 

As a temporary measure to permit continued uranium production from the 
plateau area, the AEC, through combined efforts of the Commission and the 
UOPA, agreed on a policy governing conflicts arising wherein a miner had staked 
ground on a preexisting oi] and gas lease. 

An AEC lease arrangement has been worked out whereby the original claim- 
ant can work his ground and also receive the bonus on a new production, and 
do so for as long as he continues to work actively and produce. Through the 
UOPA’s attorney, State Senator Steve McNichols, who made a special trip back 
to Washington for this purpose, the Bureau of Land Management and the AEC 
have agreed to insert clauses in the AEC leases which will protect the claim- 
holders’ interests in the ground, pending congressional legislation involving 
claims staked on preexisting oil and gas leases. 

This legislation has now been introduced in the United States Senate by 
Senators Johnson and Millikin (S. 13897), and introduced in the United States 
House of Representatives by Representative Aspinall (H. R. 4144), to clarify 
the status of mining Claims in areas held under an oil- and gas-prospecting 
permit or lease and to encourage the exploration and development of fissionable 
source minerals. 

The passage of this bill will validate all mining claims which have been or 
iuay hereafter be located in accordance with the general mining laws upon such 
lands that are covered by preexisting oil- and gas-prospecting permits or leases. 

This bill has now been referred to the Committee on Interior and Insular 
Affairs, and a hearing will be held May 1, 1958. 

It is extremely important that this committee be furnished with accurate 
information coneerning the absolute necessity for the enactment of this 
legislation. 

Attorneys and representatives of the Uranium Ore Producers Association 

ill appear before this committee and present the facts. It is of paramount 
importance to all claimholders and to the economic development of the uranium 
industry in the Colorado plateau area, that the conflicts between mining claims 
and oil and gas leases be resolved in a manner that will validate the mining 
claims. If this legislation fails to be enacted, perhaps 75 percent of the uranium- 
bearing ground in the plateau area not held by the two large vanadium com- 
panies will revert to AEC administration—to be controlled by a Government 
leasing program, probably under such deleterious conditions as the directed ore 
clause, royalty payments, and actual mining directives. 

Accordingly, the UOPA has mailed out over 400 “information circular” blanks 
requesting certain information on the number of claims individuals and com- 
panies hold that are affected by preexisting oil and gas leases and subsequent 
AEC land withdrawals. 

It is of particular significance to note that the Independent Petroleum Asso- 
ciation of America has gone on record as subscribing to and urging the passage 
of this legislation to clarify the status of the mining claims in areas held under 
oil- and gas-prospecting permits and leases. 


ALLOCATION OF GOVERNMENT LEASES 


The methods used and the reasons why the AEC selects a certain applicant 
for a lease on a Government-drilled ore body on Government ground have always 
heen carefully guarded secrets. No one but the AEC ever knew the story. In 
the first place, the applicant was forced to obtain the restricted information 
regarding ore holes, values, size of the ore body, and even the primary knowl- 
dge that a specific lease was pending, through nefarious means not consistent 
with AEC regulations. It was necessary to pump the drill contractors, drillers, 
Government personnel, or listen to the usual conversation around bars. In 
other words, if an applicant applied for a specific lease, it was inferred he had 
illegal drilling data. If he did not apply for a specific lease, he never at any 
time knew if his blanket application was on active file or was ever considered 
for leases that were being let. He was completely in the dark. 

Naturally, criticism was rampant—charges of favoritism and arbitrariness 
were common, and outright accusations of dishonesty were heard throughout 
the industry. It is not hard to understand this attitude when it is considered 
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that some of these leases represented hundreds of thousands of dollars net profit 
to the lucky applicant. 

In an effort to arrive at a more satisfactory method of selecting lessees, the 
Commission asked the UOPA for its suggestions. Accordingly, the association, 
having already considered the ramifications of this problem for over a year, 
drew up its ideas in proposal form and conferred with the AEC. At the present 
time, the Commission is considering these proposals favorably, and it is believed 
mutual agreement will be reached in the near future. 

Basically, the proposals insisted upon are: 

1. That representatives of the industry be present to observe the manner 
in which applications are selected ; 

2. That acceptable applications be selected and put into a hat and the 
final selection then be decided by a lottery; 

3. That final drawings be made public and all unqualified applicants be 
advised as to the reason their application was not included in the particular 
lottery. 

DIRECTED ORE CLAUSE 


It has always been contended by the independent producers, especially those 
operating under Atomic Energy Commission leases, that the directed-ore clause 
has been and still is responsible for a large percentage of the existing inequities 
in the uranium raw materials procurement program. Originally, the directed- 
ore clauses were inserted in the leases to insure a steady and sufficient supply of 
ore to all mills to assure capacity operation. Special concessions were incor- 
porated in the AEC-negotiated contract with the United States, Vanadium 
Corp., assuring them of definite percentages of all ore produced from Govern- 
ment leases in consideration of various expansion programs undertaken by this 
company. As an added incentive, this company was awarded several attractive 
leases on drilled-out Government ore bodies. It is decidedly a moot question 
if these concessions were necessary in the first place, as the USV had a long 
history of successful operation in the uranium-vanadium industry, and this ex- 
pansion would undoubtedly have occurred as a matter of good business policy. 
The general opinion prevailing that these conciliatory agreements and condi- 
tions were necessary and altruistically accepted by the USV might very well be 
questioned from a practical business standpoint. 

Right or wrong, the agreements were made; and since then, the directed-ore 
clause has resulted in many abuses in the program. Carelessly constructed and 
operated sampling plants, poor assay practices, improper moisture sampling tech- 
nique, poor producer-buyer relationship, lack of faith by the producers in the 
AEC in failing to properly police the program were the immediate results. In 
addition, the particular ore purchasers are not inclined to explore, develop, or 
mine their own properties; nor do they find it necessary, due to the lack of com- 
petition for directed ore, to extend themselves in giving more favorable con- 
tracts or sublease to obtain more ore from their own claims. It is common 
knowledge that lessees mining on USV claims are in many instances operating 
under company-curtailed quotas. There is irrefutable proof that, due to the 
directed-ore clause, the USV is not pushing production from its own properties. 

It appears obvious that the present discovery rate of ore bodies is such that 
the ore supply is more than sufficient to keep the company-owned mills at capac- 
ity operation. Thus, it seems that the burden of obtaining ore for the mills 
should be placed upon the shoulders of the mills instead of upon the AEC or 
taxpayers. 

A unique situation exists on the Government ground under lease to the USV. 
The company, in turn, subleases or contracts the mining to individuals (in many 
instances the same individuals who originally applied for part of the same 
ground) ; and the company, even though nonoperating under the lease agreement, 
receives an overriding royalty from the ore produced-—in many instances amount- 
ing to 50 or 60 percent of the gross. This is vaguely justified as a reward for 
managing and bookkeeping expense—thus taking the burden from the AEC. 
Naturally, this profit should be divided between the actual sublessee-producer 
and the AEC—or to put it bluntly—the taxpayer 

The directed ore clause materially affects even those producers not operating 
under a Government lease, as bonuses, premiums, and additional trucking al- 
lowances for higher grade ore (a former practice of the milling companies) have 
become almost nonexistent at these favored plants. This practice still prevails 
at other mills. 
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The inequities caused by the directed-ore clause cannot be passed over lightly 
as they represent appreciable losses to the producers and unquestionable favor- 
itism to certain ore buyers. It would be as wrong to endeavor to correct the 
individual complaints without eliminating the source of the complaints as it 
would be to simply medicate the sores resulting from a disease without endeavor- 
ing to eradicate from the system the disease itself. If an endeavor is made to 
correct the individual complaints (as in the case of the sampling plants) without 
eliminating the directed-ore clause, other complaints will appear as the occasions 
arise; and the program will continue to be on a noncompetitive discriminatory 
basis. It is axiomatic that favortism breeds discontent upon the part of the 
less fortunate ones and arrogance upon the part of the favored. This has cer- 
tainly been true in the case of the directed-ore clause. 

If the directed-ore clause were deleted from all contracts : 

1. The mills would again compete on an equal basis for ores, paying bonuses 
und permiums for higher-grade ores. 

2. The producer-buyer relationship would smooth out Dissention would 
disappear. 

3. The mills would put their own houses in order: 

(a) Sampling plants would be correct. 

(b) Assay results would be carefully checked. 

(©) Moisture sampling technique would be corrected. 

(d@) Umpire assayers would be accepted. 

(e) Inequities in price schedules would be nonexistent. 

(f) Inequities in stockpiling and blending would be nonexistent. 

(7) Inequities in weighing and ore delivery delays would be nonexisterr. 

4. The independent producers’ faith in the AKC as a regulating and unbiased 
governing medium would be greatly ennanced. 

5. An ore-buying industry on a competitive basis would, through better buyer- 
seller relationship, insure a steady and sufficient supply of ore to all mills to 
assure capacity operation. 

In any sensible analysis of the problem, it is difficult not to appeal to the 
commonsense of the people directing the ABC program—to remind them that it is 
their direct responsibility to look out for the interests of all the people con- 
nected with the program. In this, they are certainly not without precedent or 
directives, in that the Atomic Energy Act of 1946 states, under “Declaration of 
Policy” : 

“* * * it is hereby declared to be the policy * * * (that) * * * the develop- 
ment and utilization of atomic energy shall * * * be directed toward improving 
the public welfare, increasing the standard of living, strengthening free compe- 
tition in private enterprise * * *.” 

It seems reasonable to assume the above statement includes the procurement 
of “source materials.” 

There is every evidence indicating 2 possible future monopoly in this field, 
with the USV holding extremely large reserves after everyone else’s land has 
hecome depleted. 

It is believed the full and economical devlopment of the uranium industry in 
the Colorado plateau area is essential to national security, and we sincerely 
maintain this cannot possibly be accomplished unless upon a nondiscriminatory 
basis. 


PRICE SCHEDULE FOR URANIUM ORES 


The prices for uranium and vanadium ores are arbitrarily set by the Govern- 
ment. The independent miners take the position that the prices for these ores 
should be realistic and should be based upon average costs of production through- 
out the area. During 1948 and 1949, the AFC operated one of its own properties 
in the Slick Rock district in an effort to determine actual mining costs. These 
figures have never been published ; and subsequent to the Government operation, 
the property was leased to a private operator. It is reported the Government 
costs were so high as to be ridiculous; and for this reason, were never published. 

It is obvious that mining costs have almost donbled since 1948 and have risen 
steeply since present prices were set. If prices were adequate, the independent 
producer would be able to mine at a profit without the subterfuge of bonuses, 
premium prices, development allowances, haulage allowances, and so forth. 

The present price schedule is discriminatory and affects a large percentage of 
the producers. For example: Ores mined in the Uravan belt contain vanadium 
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which, in most cases, makes the difference between protit and loss. On the 
other hand, ores from Marysvale, Utah; HWdgemont, S. Dak.: and Grants, N. Mex., 
as well as from other areas where the Morrison formation is not prevalent, con 
tain only minor vanadium; and the uranium content must carry the entire cost 
of the operation. Today, production from these areas is limitaed to the higher 
grade ores (from 0.50 percent U,Os and up), while hundreds of thousands of 
tons of lower grade uranium ore is being DV passe d nd j many Cuses, buried 
in strip operations or wasted on mine dumps because of failure on the part of the 
Government to provide adequate payment for this type of or¢ 

The average grade of ores mined today in the Colorado VPlatenu area has been 


estimated at 0.25 percent U,O,s and 2 percent V.O This ore is produced at the 
rate of 1 ton per man-day and at an approximate cost of $30 per ton In most 
cases, there is an additional cost to the producer of $2 per ton in excess of truck 
ing allowances—or a total of $32 per ton. This type of ore, which is the average 


for the district, contains a metal value of $33 per tor 

The above average cost of mining carnotite ores in the Colorado Plateau area 
has been obtained from a compilation of cost records for the production of 15,000 
tons of ore from a group of small mines operated by one company. These figures 
readily indicate that the price schedule is designed to encourage production of 
carnotite ores averaging at least 0.25 percent U,O. and that the price structure 
is particularly inadequate for the nonvanadium bearing ores mentioned above 

Under the AEC buying schedule, the independent producer is not paid for 
vanadium which runs over the ratio of 10 to 1 uranium, although the Government 
takes the vanadium over and above the 10-to-1 ratio and sells it. Certainly the 
Government should either pay for this vanadium or return it to the producer 

In summary, it should be pointed out that, from all appearances, the AEC 
program governing the procurement of source materials was initially influenced 
by the advice of the large milling companies. Little consideration was given to 
the problems of the independent miner or producer, and to obtain equity for 
him has been an almost insurmountable problem. This unfortunate condition 
that is, the unholy wedlock between the Commission and the large milling 
companies in determining policies governing source material procurement, com 
bined with the obviously socialistic desire of the Government to take the land 
away from the miner, presents a situation that might quite well result in a dead 
end for the independent producer. 

To combat this possibility, the UOPA has gone on record determined to wage an 
all-out campaign to see that the independent producer receives the equitable 
break that he so rightfully deserves 

The Cuarrman. If there are no other witnesses, the Chair wants to 
thank everyone who has participated as a witness as well as all of you 
people who have made it possible for us to expedite the hearing in 
order to finish by noon today. The chairman is very appreciative of 
that. 

If, in the time that follows, there are some questions that you have 
about the hearing, we will be glad to get you the information, if possi 
ble. Furthermore, when they are printed, all of the witnesses whose 
names appear in the hearing will receive a copy of the report. Those 
wishing a copy can write to me and I will see that you get a copy 

If there are no other questions, we will declare the 1 1eeting closed. 

Thank you very much, again. for your fine attention and splendid 
cooperation, 

I believe at this point I will have the reporter insert into the record 
the report on imports and exports of lead and zinc entitled “Eco 
nomic Problems Confronting Small Mines,” as prepared by the 
Library of Congress. 

( Che material referred to is on file with the committee. ) 

The Cuamman. The hearing is now recessed to reconvene in 
Francisco, Calif. 

(By direction of the chairman the following is made a part of 
record :) 


; 


the 
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LEADVILLE, CoLo., April 21, 1953. 
Hon. WILLIAM 8. HILL, 


Congressman, Second District, 
Brown Palace Hotel, Denver: 

The welfare of this great Nation in time of war, a war that could begin in this 
atomic age at any time, is to a major extent dependent upon our ability to pro- 
duce base metals which include lead and zine. Mines that are forced to close can 
not be opened on a moment’s notice, nor can they produce for many months if 
forced to stay closed for long periods of time 

Our fine American dollars are flowing into the hands of Tito and Franco for 
the lead and zine from their native lands while our mines are forced 
and our miners are idle. 

In the event of an atomic war, the Commies could shut off foreign shipments of 
base metals to this country, and we would be totally dependent upon our own 
mines. Are we going to have protection by a bill for a steep, graduated import 
tax on lead and zine, a method for price stabilization and support of our domestic 
lead and zine market, keep our mines in operation and production by a Govern- 
ment-supported stockpiling program of a commodity that will not spoil, or do 
we continue with the billions for foreign countries and not one cent for the good 
old United States of America? 

We sincerely urge you to do all in your power to support a program for the 
protection and future of our base-metal mines. 


to close 


Boarp or CoUuNTY COMMISSIONERS, LAKE COUNTY, COLO. 
































SALT LAKE Crry, UTAH, April 22, 19538. 
Witliam 8S. HI, 


Chairman. Committee on Small Business. 
Brown Palace Hotel, Denver: 

Membership of the Arthur Magna Millmen’s Union, Local No, 392, unanimously 
approved this telegram appealing to your committee to take the necessary steps 
to prevent the impending depression in the nonferrous metal-mining industry. 
We support the proposals that will be made by our international officers at 


your scheduled hearing in Denver today. Approximately 1,500 workers in the 
metal-mining industry in Utah are already out of work If this erisis con- 


tinues it will be an economic calamity in virtnalivy every cominunity in the 
Rocky Mountain States 


ARTHUR MAGNA MILLMEN’s UNION 
Hucu HA.Les, Secretary 





BINGHAM, UTAH, 





April 27, 1953. 
WiLit,im §S. HIL., 


Chairman, Committee on Small Business, 
Brown Palace Hotel, Denver: 

Our membership unanimously adopted motion to wire you our support of 
proposals to be introduced by our national officers at your Denver hearing. 
Thousands of employees in the nonferrous-metal industry in Utah and hun- 
dreds of small-business men are vitally concerned with this depression in the 
mining industry. We appeal to your committee to take the necessary action. 

sINGHAM OPEN Pir MINERS UNION, 
Jor Dispenza, President. 


(Whereupon, at 12:30 p. m., the hearing was recessed, to recon- 
vene at 10 a. m., Saturday, April 25, 1953, in room 360, Mills Tower 
Building, 220 Bush Street, San Francisco, Calif.) 


PROBLEMS IN THE METAL-MINING INDUSTRY 
(LEAD, ZINC, AND OTHER METALS 


SATURDAY, APRIL 25, 1953 


House or RepresENTATIVES, 
Sevect Committee To Conpucr A SruDy AND 
INVESTIGATION OF THE PRropLeEMs OF SMALL Business, 
SN nN F; rh 18 O. ( alif. 

The committee met at 10 a. m., pursuant to recess in Denver, Colo., 
in room 360, Mills Tower Building, 220 Bush Street, Hon. R. Walte: 
Riehlman (acting chairman) presiding. 

Present: Representatives RiehIman, McCulloch, and Hosmer. 

Also present: Carl E. Davis, staff director, and Bynum Hinton 
committee counsel. 

Mr. RirutMan. The committee will come to order. 

First, I would like to have the record show that I have present W ith 
me the distinguished Congressman from the State of Ohio, Mr. Me 
Culloch, and the distinguished Representative from the State of Cah 
fornia, Mr. Hosmer, and the committee counsel, Mr. Hinton. 

I would like to make this brief statement, gentlemen : 

The Small Business Committee of the House of Representatives 
was instituted for the purpose of studying the problems of small 
business at all levels. Our interest has been and will continue to be 
to gather pertinent information and statistics with respect to prob 
lems confronting every segment of small business in the United States. 
Our committee is not a legislative committee; we are a fact-finding 
committee. It is our duty to get this information, to write the type 
of report that we think is necessary to be written, bringing to the 
attention of the main legislative bodies of the House of Representa 
tives the needs and changes that are necessary to help perpetuate small 
industry in this great Nation of ours. While we are here on the west 
coast, we want to hear every one that we possibly can with respect 
to the problem that is being considered today. Unfortunately, it 
is impossible, I suppose, for everyone to be present at the hearing 
such as this, many people who may have some constructive ideas and 
suggestions that they would like to give to the committee. Therefore, 
I want the record to show that we are willing and happy to receive 
any information from any individual from any part of this part of 
the country with respect to this problem. And if they cannot appear. 
if they will send their information to Washington, D. C., to the Small 
Business Committee, we will see that their statement is included i 
the record and given as serious consideration as though they were 
before the committee making a statement. 

At the conclusion of the hearings today, those that are listed to 
testify, if there are others here who would like to be heard, if you will 
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please contact me or any member of the committee we will be more 
than happy to hear what you have to say. 

Mr. McCulloch, do you have anything you would like to say before 
we proceed ? 

Mr. McCuniocn. No, sir. 

Mr. Rreutman. Mr. Hosmer? 

Mr. Hosmer. No. 

Mr. Rresiman. May I also say for the record, gentlemen, that two 
representatives that I have with me happen to be from the same polit- 
ical faith, Republicans. We had hoped that a representative of the 
minority party, namely the Democratic Party, could be present. Un- 
fortunately, because of legislative problems in Washington, that ap- 
pears not to be possible. We hope that when we get back into Phoenix 
we will have at least two members of the minority sitting on this 
committee. 

I think it is worthy of noting that the committee is made up of 11 
members of the House, 5 Democrats and 6 Republicans. I want you 
to know that this committee is not a politically slanted committee. We 
have no feelings one way or the other with respect to party politics 
when we are consideri ing the problems of small business. 

I would like to call as the first witness Mr. Niel Allen, board of 
governors, the Oregon State Department of Geology and Mineral 
Industries. Mr. Allen, will you take the witness chair and give your 
full name. 

Mr. Witxiston. Mr. Allen is unable to be here, but a wire was re- 
ceived this morning. It is very short. I can save time and read por 
tions of it and submit it for the record, if that is permissible. 


Mr. RrenitmMan. Without objection, that will be done. 
Mr. Wiuiston (reading) : 


Deeply appreciate courtesy your invitation to participate in hearing before 
Select Committee and regret unable attend. If permissible would request you 
extend following remarks into record for me 

Since 19483 member, and 5 years chairman governing board, Oregon State 
Department of Geology and Mineral Industries, but desire to speak in capacity 
private citizen as practicing lawyer with mining clientele. For many years 
prior to appointment Douglas McKay as Secretary Interior, Bureau of Land 
Management increasingly fostered and developed socialistic philosophy, re- 
tarding exploration and development of our mineral resources. Such Interior 
administrators as C, Girard Davidson totally and perhaps deliberately miscon- 
ceived the fundamental and practical bases of the mining law of the West. 
Without authority of law they substituted feudal policies of Federal overlord- 
ship in place of incentives to private enterprise. This is exemplified by state- 
ment made to me in 1949 by Dan Golby, then regional manager BLM, in presence 
Davidson and without comment by him. In response to my statement of miners’ 
objection to trend toward nationalized mineral resources he said, “Mr. Allen, the 
time has come when the people of this country must radically revise their 
anchaie ideas of private property rights.” The discussion was ended. Our 
only hope then was an appeal to Congress to write a workabie department policy 
encouraging private discovery and development of our latent and dormant 
mineral resources. Now that we are assured departmental help and a favorable 
climate for sound growth of the Nation’s mining economy, we would recommend 
to the Congress full support of Secretary McKay and Interior Department in 
restoration of historic economic principles. 

It was this incentive to private enterprise which historically uncovered and 
developed our miners and minerals as important factors in national wealth and 
as essential items for the national defense. We have confidence in Douglas 
McKay and we place trust in Congress to support him. I am grateful for this 
opportunity. 
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Signed by Niel Allen. 

Mr. Rreuiman. Did you say that there was another statement that 
he wanted to insert? 

Mr. Wituiston. No, this is all. And he expressed his regrets to 
me over the telephone that he could not attend due to a continuation 
of a lawsuit in regard to a chrome property which prevented him 
from coming down. But he expressed his hope that the committee 
would have ample testimony to take for their requirements. 

Mr. Rieviman. We have as our second witness this morning Mr. 
Williston. I guess you are right on the stand and you may remain 
there, if you will, please. 


STATEMENT OF S. H. WILLISTON, VICE PRESIDENT, CORDERO 
MINING CO., PALO ALTO, CALIF. 


Mr. Winston. My name is S. H. Williston. I am vice president 
of the Cordero Mining Co. operating in Nevada. The Cordero Min- 
ing Co, is a mercury producer and employs some 50 employees. If 
it is permissible, I would like to submit my prepared statement for 
the record and go on to some suggestions which might interest the 
committee rather than go through in detail the material that I have 
presented there. 

Mr. Rieni_man. That is satisfactory to the committee, I am sure. 

Mr. Wiiuiston. Since there are 17 or more witnesses, I think pos 
sibly we could save time that way. 

Mr. Rrentman. Would it be satisfactory to you, sir, if we insert 
your prepared statement prior to your remarks, which will probably 
fit better in the record ? 

Mr. Wiuiston. Yes. 

(Mr. Williston’s prepared statement follows :) 


Wurat Is Our GOVERNMENT MINERAL POLICY ?—TESTIMONY BY S. H. WILLISTON, 
COoRDERO MINING Co., PALO ALTO, CALIF. 


In considering the plight of small- and moderate-size mining operations one 
must give a great deal of consideration to the great uncertainty and the extreme 
vacillation in United States Government mineral policy over the last 14 years. 

Those years have seen a strong demand for metals interspersed with periods 
of surplus. During times of shortage our Government urged greater and greater 
production from domestic sources and in times of surplus, even though tempo- 
rary, ignored the problems of the mining industry and allowed, and even en- 
couraged, those mines to shut down. For 14 years the small miner of the West 
has read in the papers conflicting reports, conflicting requests from Government 
sources and conflicting attitudes on the part of many of the metal manufac- 
turers and consumers. Neither smail mines, nor, for that matter, large mines, 
can continue to exist in a solvent condition under such pulling and hauling from 
Washington and under such an absence of clear-cut, well-thought-out policy. 

It might be well if we would set down a few basic facts and try to think clearly 
toward a logical conclusion and attempt to avoid some of the highly questionable 
and usually unfounded conclusions reached over the past decade by some of the 
theorists in Washington. 

We know that, at the present time, we import something like 40 percent of 
most of our critical metals and a much higher percentage of our strategic metals. 

We know that in regards to many of these critical metals and most of the 
strategic metals, the sources of supply lie over several thousand miles of ocean 
travel. 

We know that the Russian Navy is now the second largest fleet in being in the 
world. 

We know that the Russian submarine fleet is several times the size of the 
German submarine fleet at the opening of World War II. We know that the 





164 PROBLEMS IN THE METAL-MINING INDUSTRY 


Russians now have 350 submarines of 1,000 tons displacement or over, and at 
least 150 smaller submarines. We know, in the event of open warfare, that 
such a number of submarines could undeniably interfere with, if not almost 
eliminate, the importation of strategic and critical metals from overseas sources 

We have heard from reasonably reliable sources, that the antisubmarine 
arm of the Navy is rated well down on the priority list and that in the war games 
of recent years the effectiveness of the antisubmarine arm was certainly not 
anything which we, as a Nation, might be proud of. 

It would seem from these facts, which are quite well authenticated, that the 
policy of our Government regarding raw materials supply in the event of an 
emergency, would be to endeavor to assure a source of metals, preferably from 
North America, but certainly from the Western Hemisphere, if we are to have 
available sufficient raw materials for the defense forces and for the essential 
civilian economy. 

Now, let us eXaminue what the actual policy of our Government has been 

The policy of our State Lepariment in general is and has been to keep our 
metal in the ground and buy from foreign sources. Preferably sources where the 
State Department has diplomatic problems. More explicitly, under the Recip- 
rocal Trade Act, which was adopted about 1934, and has been repeatedly reen- 
acted to date, the declared policy of the State Department is to increase the 
percentage of the domestic market supplied by foreign producers by reducing 
tariffs and simplifying customs procedures. 

When the Stockpiliny Act was passed with the “Buy America” clause, 
President Truman approved the bill while condemning the clause and prac- 
tically instructed the Munitions Board not to observe it. As a result of its 
instructions (never changed) the Munitions Board and the General Services 
Administration have followed the policy of buying from abroad in preference 
to buying domestic. They have even refused permission for domestic producers 
to bid on requirements of strategic metals for the stockpile which were subse 
quently obtained from foreign sources. 

The President’s Materials Policy Commission and the National Security 
Resources Board have advocated the removal of tariffs on strategic and critical 
metals by bureaucratic action. A consequent lowering of domestic price by the 
amount of such tariff reduction would immediately close additional domestie 
mines. 

The Mutual Security Agency, in the so-called Bell report, A Trade and 
Tariff Policy in the National Interest, reached the height of something or other 
in the following quotations: 

Page 57, “Tariffs on the minerals for which the United States produces all 
of its current needs and is a net exporter are unnecessary.” 

Page 54, “For most ores and unprocessed minerals, the relatively small 
duty has little restrictive effect on imports.” 

Page 51, “Some duties should be eliminated now and others whenever price 
factors are favorable to such a change.” 

Page 57, “A change in tariff policy is also desirable for the minerals of 
which domestic production supplies less than one-third of domestic production 
needs. Imports of such minerals should be on the free list.” 

And, then, to cap the climax, the quotation on page 56, “Tax provisions 
covering exploration costs and depletion allowances offer far greater incentives 
for the metal and mineral industries than could be provided by tariffs.” 

It does not occur to the author of this policy. who is, by the way, Director 
of the Research Department of the International Monetary Fund, that if the 
sales price of metals is not sufficient to cover costs it makes little difference as 
to what promises might be made in regard to taxes. Taxes are measured by 
profits and if there are no profits there certainly will be no taxes for any con- 
siderable length of time. 

The Treasury Department has, for years, been attacking the theory of per- 
centage depletion with extreme vigor and, also, by new interpretations of old 
laws and rewriting of regulations, endeavored to increase the tax load on those 
imines which might for a few years show a profit. Fortunately, Congress has 
recognized the errors of Treasury arguments. There is no doubt whatsoever 
hat if the Treasury had been successful in eliminating percentage depletion it 
would have had a most catastrophic effect on the search, development, and 
mining of metals within the United States. 

Certainly the general health of the mining industry and especially the smaller 
components of the industry would indicate that the depletion allowance is in- 
ufficient to offset the inherent gamble in the industry. The percentage depletion 
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in oil, which is higher, has kept the United States self-sufficient in that material 
and a higher percentage depletion for minerals with adequate protection against 
foreign dumping would go a long way toward bringing the United States closer 
to a minimum safe production in the metals which it needs. 

Since the early thirties the Bureau of Land Management in the Department 
of the Interior has been using every device at its command to change the funda- 
mental mining laws of the country to a leasing system which would grant to a 
few appointed Government bureaucrats the right to grant or to deny the right 
of additional mines to exist within this country. 

With present costs and price trends an additional levy on gross income added 
to the 75 percent of the net, which the Treasury now demands, would be too 
much of a load for the industry to bear. 

The Defense Minerals Administration and the Defense Materials Procure- 
ment Agency, largely manned by engineers familiar with the industry, were 
viven orders in early 1951 to take no steps to expand production of any metal 
unless it was in worldwide shortage. From recent publicity in connection with 
the ammunition shortage it may be well that this directive, which is still in 
effect, was dictated by the State Department. Even the United States Geological 
Survey and the United States Bureau of Mines, which have had the confidence 
of the industry for most of the years of their existence, have been partially in- 
filtrated with a rather pessimistic and hopeless attitude. 

National Forest Service in the Department of Agriculture has gone out of its 
way to interfere with and slow down the exploration and development of addi- 
tional metal and mineral reserves. They seem to have little sympathy with the 
development of raw materials other than timber on national-forest ground and 
seem to delight in causing legitimate mining operations additional difficulties 
and extra expense for no useful purpose. 

In fact, it is impossible to name any administrative branch of the United 
States Government which has actively aided and championed the efforts of the 
mining industry in its effort to supply the raw materials needed in an emergency 
b ur Nation except segments of the Geological Survey and somewhat smaller 
segments of the Bureau of Mines. 

\s I mentioned before, the announced policy of the Reciprocal Trade Act was 
to increase the proportion of raw materials sold in the American market by 
reduction of tariffs. Since 1984 we have reduced many if not most of the metal 
ariffs by 50 percent or more. 

By way of the inflation route, we have further decreased tariffs which are on 
the “fixed fee” basis (which covers most metals) by another 50 percent. 

In 1939 the United States was essentially self-sufficient in copper, lead, and 
zine. Tariff protection has been reduced to one-fourth of what it was in 1939 and 
we now import, roughly, 40 percent of these three metals. 

In those same years the number of middle-size mines has decreased very 
materially and the number of small mines has decreased almost to the vanishing 
point. It would seem that 20 years of the Reciprocal Trade Act has accomplished 
its purpose since we are now dependent for many of our metals on foreign 
sources, 

Many of our Washineton “authorities” seem to believe that more of the medi- 
cine which has made the domestic mining industry so sick should be given to the 
industry to make it well. Ifa 75 percent reduction in tariffs has almost killed 
the underground mining industry, then a complete removal of tariffs should 
bring it back to life again. 

They do not realize that every time a tariff is reduced which results in a lower 
price in the domestic market one or more marginal mines shuts down. They do 
not realize that under the guise of inflation and increased labor costs within the 
United States almost all underground metal mines have now become marginal 
mines. 

Labor costs, in most underground mines, make up, roughly, 50 percent of total 
costs. American mining labor is now paid at a rate from 4 to 16 times foreign- 
labor costs. The number of underground nonferrous metal miners has been 
steadily decreasing over the last 15 years and the average age of those miners is 
far higher than it was 20 years ago. With every drop in metal prices, miners 
leave the mines and go to other industries with a steadier employment history 
and when the mines reopen fewer and fewer return and, unfortunately, those 
who do return are those not able to hold down positions in outside industries. 
The efficiency of those miners as they aged has declined and the output per day 
has been only partially maintained by increased mechanization. On open pit 
mines the percentage cost of labor is low and the price per man-day has a much 
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smaller effect on total costs. On underground mines, mechanization is frequently 
impossible to more than a limited degree and decreased efficiency, due to age and 
the loss of the more competent men, has raised small mining costs out of all 
proportion over the 1930 years. 

A whole industry, whose average grade of ore from underground mines was $5 
per ton in 1989, finds little to interest itself in grades of ore which provide $20 a 
ton at present market prices. 

The magazine articles, the newspaper stories, and Government reports from 
Washington repeatedly state that we are becoming a “have not” nation and the 
only remedy which they can suggest is that we abandon what we have left and 
become wholly dependent on foreign sources. The truth of the matter, however, 
is considerably different. In mineralized areas not covered by overburden, 
probably not over 1 ore body in 3 outcrops at the surface. In our Western States 
over three-fourths of our potential mineral bearing ground is covered by valley 
fill. Actually it would probably be nearer the truth to say that instead of 
being a “have not” nation we have discovered and exploited not more than one- 
third of one-fourth, or one-twelfth, of our natural wealth. This is 8 percent 
exhaustion. We will probably never find all of the hidden mineral wealth re- 
maining but it is certain that we will find little of it if domestic mining costs 
are to rise far above foreign mining costs and make it unprofitable to operate ore 
deposits we know of, let alone make it worth while to explore for new deposits. 

The basic economics of mining under a free-enterprise system, provide that the 
highest grade deposits with the lowest operating costs and the lowest transpor- 
tation costs must be exhausted before higher cost mines can come into the opera- 
tion. It is just as easy to make a mine marginal in character and inoperable 
under normal conditions by increasing labor costs, increasing transportation 
costs and increasing material costs as it is for nature to make a mine marginal 
with too low grade ore. 

At the present time our mine labor costs are the highest in the world. It costs 
more to transport some metals from the western United States to the consumers 
in the East by rail than it does to ship that same metal four times across the 
Atlantic Ocean. 

The past policy of the Government, whether it be by accident or design, is to 
make almost every underground nonferrous mine in the United States marginal. 
Given the same grade ore in Canada, South America, or in Africa it can be 
mined and processed more cheaply than can its American counterpart. 

Only those few mines within the United States which have exceptionally 
high-grade ore or which, due to the character of the ore, such as molybdenum 
and nickel, have a monopoly on the market, can hope to continue in the face 
of lower tariffs or without subsidy. 

The metal-mining industry in the past has had, in general, little appetite 
for subsidized production and the reason for that distrust is the fact that most 
subsidized programs have been on a basis of a differential subsidy with a dif- 
ferent price to each different producer. Such a program results in the final 
picture as profit control with an allowance to the domestic producer of suffi- 
cient margin over his cost of production to keep him from shutting down. It 
removes any incentive for higher efficiency and it removes most incentive to 
search for additional ore. It is far more important than a mining operation 
under a subsidy plan should have good connections with the bureaucracy in 
Washington which controls its price and hence controls the profit derived rather 
than any primary interest in the furthering of any effort of mineral extraction. 

In conclusion, if we are to be reasonably secure in times of cold or hot war, 
or reasonably prosperous in times of peace, we need, above all things, a broad, 
sensible national minerals policy which should include: 

(1) A tariff policy which will maintain a price within the United States 
for metals sufficient to keep the various segments of the industry in a healthy 
state so that it will be possible for them to explore for and develop additional 
reserves. 

(2) A tax policy with depletion allowances large enough so that there will 
be sufficient profit remaining from operations to cover the inherent risk and 
pay for that exploration and development. 

(3) A public land policy which will permit and encourage adequate legitimate 
exploration for new mineral supplies. 

And, most important in these days of the potential atomic submarine, we must 
be certain that sufficient metal reserves for even a long-term hot war are 
discovered and developed in the Western Hemisphere. 
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Above all things we must cease being dependent for the basic materials of 
warfare on areas from which, if metals are available, we do not need them and 
from which, if we really need metals, we will not be able to get them. 

Mr. RiraumMan. My colleague has suggested that you give us a 
brief and concise digest of your remarks that you have here so that 
we will be prepared to ask any quest ions that » have, and then gO 
on with whatever suggestions you have. 

Mr. Wuusron. All right. 

Mr. Chairman, I think my statement was a statement of the diffi 
culty of the small miner in operating a small mine when he did not 
know what Government policy was. I have done over the last 10 
years a considerable amount of endeavoring to find out what Govern- 
ment policy with regard to minerals was. This paper is in part the 
result of it. I can condense it brieth , the policy for the last 15 years 
of the United States Government originated in the State Department 
and was that we should increase our proportion of metals used in the 
United States from foreign sources. Naturally, if you increase the 
percentage from foreign sources, you decrease the percentage from 
domestic sources. 

The Treasury Department adopted that policy in fighting depletion 
allowances. The State Department encouraged produel ion from 
abroad. The Interior Department denied, paroy gh the Bureau of 
Land Managenix ant, access to publie lands. The Justice De ‘partment 
refused to aid in the prevention of dumping from abroad. So the 
conclusion of the whole statement might well be said that the policy 
of our Government has been to reduce domestic production of metals 
and to increase the importation of foreign metals. Even the last 
directive of the Office of the Defense Minerals Production in Feb 
ruary 1951 was to the effect that we should take no steps to increase 
production of any metal that was not in worldwide short supply. 
That directive still stands. It has never been changed since Feb- 
ruary 1951. 

That, I think, is a digest of what I have to say there, with a little 
more detail, a little more explicit examples. There are quotations 
even from the Mutual Security report of Mr. Bell’s committee which, 
by the way, was prepared and written by an economist which they 
saw fit to borrow from the International Monetary Fund, which is a 
creation of the United Nations. 

So we have our last national policy as drawn and published by the 
Government as written not by an employee of the United States Gov- 
ernment as such but by an employee of the United Nations. It goes 
a little bit to extremes. His recommendations, and they were the last 
policy expressions made, were that if we supply most of our metals, 
we need no tariffs; if we don’t supply most of our metals, we should 
take tariffs off. 

The net result was we should have no tariffs, we should have free 
trade. I might add that in 1939 we were self-sufficient in copper, 
lead, and zinc, and some other metals. In general, we import from 
abroad 40 percent of our metallic requirements. In the strategic 
metals it is an even greater percent ge, about 80, 90, and even 100 
percent. 

Mr. Rrentman. Could I ask a question at that point? Our con 
sumption has increased tremendously since that time, has it not? 
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Mr. Witutsron. It nas. Partially due to war requirements and 
partially due to the postwar metal requirements. I think the overall 
consumption is a peak, a pho on the upward trend, and that it 
would not continue at the increased rate that it has for the last few 
vears. The result of these various phases on the domestic mining 
industry is this: 

Costs of production within the United States are three times what 
they were in 1939. The prince of the metals involved is not as great 
us the Increase in cost. It is roughly two times the price of 1939, 
Therefore the mines of the United States, due to increase in costs, 
have all been turned into marginal mines with the exceptions of the 
open-pit coppers a some things like molybdenum in the United 
States and nickel in Canada. 

If we were Meiaed of peace for the next 20 or 30 or 40 years, I 
nl say that it might be a debatable subject as to whether we should 
abandon our domestic mining and import all of our metals from 
abroad. But it is rather clearly the case that we are not assured of 
peace for the next 20 or 30 years. If we are not assured of peace, then 
we must be prepared to whatever extent possible to supply the metals 
for our wartime and essential peacetime requirements in an uncertain 
period. We found during the Korean trouble that we cannot count on 
sources from abroad. When we needed lead, we didn’t get it. We 
didn’t get it. When we needed copper from abroad we didn’t get it. 
When we needed tungsten we didn’t get it. 

Now the metal which we did not get in 1950 and 1951 is coming into 
this country to break the market and close the domestic mines. As I 
see it, there are about 4 broad possible solutions to this problem— 
5, exactly. One, we can do nothing about it. Let the domestic min- 
ing industry go dependent on foreign sources, which, in the event 
of war, we clearly will not get. I think that policy leads to national 
suicide. 

Second, is a price-stabilization scheme for metals similar to that 
used for agriculture. There is a bill in the Senate proposed by Sen- 
ator Johnson of Colorado which follows that general line. It calls 
for an appropriation from the national funds of some $6 billion, - 
believe. It would be tremendously expensive in the first place. 
has certain advantages, it has certain disadvantages. The Hs ro oo 
ure it would do the job and probably 50 years from now you might 
feel that those metals were purchased cheaply. On the other hand, 
the cost of carrying such a load year by year would be roughly 3 per- 
cent of the amount invested plus'a 1 percent carrying charge for ware- 
housing, or 4 percent of the total investment. 

If it ran 6 or 10 billion dollars, it would cost roughly $500 million 
a year to support such a program. I think the country can’t support 

, and I think there must be a cheaper solution. 

The third would be a resumption of the premium-price plan as it was 
utilized during World War II. It, too, would do the job, but I think 
there are some serious objections to it. 

First, the premium-price plan as it was used in World War IT, and 
as it is proposed in the present Murray bill, is distinctly a cost-plus 
operation. I think the Congress is quite familiar with the disad- 
vantages of cost-plus contracts. It means the delegation of authority 
to some bureaucrat who will be given the automatic power to set a 
| rice for each metal for each individual mine. He will have the power 
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of life or death over that mine and no two prices will be the same. 
It means insofar as the industry is concerned that the man with the 

best representation in Washington gets the best break. There are no 

incentives to efficiency and there are no incentives to exploration. 

It would do the job in a way, but I think it is a very unsatisfactory 
way of doing it. 

The fourth alternative goes along the historic path of tariff protec- 
tion. As I pointed out, in 1939 we were self-sufficient in copper, lead, 
and zine, with roughly a 30 to 40 percent tariff on each one. At the 
present time, only one tariff on a metal is above 10 percent, and that 
happens to be on molybdenum, which is a percentage tariff, not a fixed 
rate tariff, and we are self-sufficient in molybdenum. 

The rest are all below 10. No tariff on copper, 7 percent on zine, 9 
percent, on mercury, 214 percent on antimony, approximate ly 1% per- 
cent or 2 percent on manganese, nothing on chrome. Those are some 
examples. 

If those tariff rates were to have any relation to historic tariff rates, 
unquestionably we would have a much sounder domestic industry. 
There are certain disadvantages to that. If you go on the basis of 
ad valorem tariffs, percentagewise, that will increase the cost to con- 
sumers of the metals consumed. Actually, I don’t think it is a serious 
objection but it would be opposed by the manufacturers. 

I think the cost of doing without in the first 8 years has been far 
greater than any tariff would have cost. I think in the long run 
those manufacturers would have been ahead of the game because they 
would have had supplies of metal when in the last 10 years they had 
to do without. 

A second type of tariff protection is the sliding-scale tariff. When 
prices go down, the rates go up. That tends to stabilize these various 
metal prices at more or less a fixed point. It is an advantage over the 
first type in that the cost to the consumer does not increase at a fixed 
percentage at all times. If the price of the metal goes up, the tariff 
goes down, so it tends to stabilize the price. It has a disadvantage in 
the fact that there, again, it will require a different percentagewise 
figure for each and every metal. 

“We must remember that it is not only lead and zinc that ms in bad 
condition at the present time, but almost all of the metals. Copper, 
not yet, but we can even see the handwriting on the wall for copper. 

The third possible type of tariff would be where we will say a flat 
10 percent tariff would be put on all metals and the proceeds of the 
tariff received on imports would be distributed to the primary pro- 
ducers of that commodity within the United States. That was sug- 
gested some 4 or 5 years ago as the San Francisco plan and I think 
should be put in since these hearings are in San Francisco. It has 
certain disadvantages. The disadvantage that you might say exists is 
that it does have a “slight trace of subsidy in it. But in this case the 
subsidy is not paid by ‘the United States Government but paid by the 
foreign producer. If we took, for example, a metal, three-fourths of 
which was imported and one-fourth which was produced domestically, 
then the tariff on three-fourths or 30 percent would be given to the 
domestic producer. If the producer increased, the receipts would 
decline. And if we were self-sufficient in a metal, it would get nothing. 

On the other hand, if a foreign producer endeavored to break the 
domestic producer and ran imports up to 9 to 1 or 10 to 1, then the 
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domestic producer would receive 10 times the tariff and it would be 
impossible to run any mineral industry as such completely out of 
business. It is the cheapest of the group. It is the nearest automatic 
of the group. It requires no bureaucratic interpretation, and it is 
self-adjusting. I would hope that the committee might think it worth 
while to investigate that as possible alternative to some of these others. 
But in any event, attacking the problem along the lines of the tariff 
would be cheaper to the United States Government, cheaper to the 
taxpayer, and much clearer to the operator than almost anything else 
I can conceive. I think that is all I have to say. If there are any 
questions, I will be glad to try and answer them. 

Mr. Rreutman. Mr. McCulloch ? 

Mr. McCuttocu. I understand from what you have said that you 
personally prefer tariff protection in the nature of a sliding-scale 
tariff. 

Mr. Wuuiston. Some sort of a sliding-scale tariff, yes. 

Mr. McCutiocn. Would you have any idea or even a guess as to 
what such a program would cost per year or over a period of a decade? 

Mr. Wiuistron. Well, if it comes as tariff, it costs the United States 
Government nothing. That is, it will be paid the consumer of those 
metals. My personal feeling is that there will be no cost to the con- 
sumer for this reason: The continuance of availability of metals at a 
relatively reasonable price, a basic industry capable of expansion 
within the United States would even ie smakt deeded picture 
so that any slight additional cost in metals that the consumer would 
pay would be saved by their no longer being required to switch from 
this metal to that or to do without or to curtail production here in 
times of an emergency. 

I think the cost, while it is difficult to state, to the consumer would be 
small. If you take, for example, copper wire, which is almost the 
cheapest manufactured commodity there is, it costs roughly $10 for 9 
pounds, as a manufactured insulated wire, ordinary house wire. The 
cost of the copper in there to the miner, whether it is 25 or 30, would be 
9 cents differential on 9 pounds, or 45 cents. It is a small part. 

If you buy bare copper wire in small sizes, it costs you over $2 
a pound, and whether the producer of the copper gets 25 or 30 cents 
hardly makes any difference in the retail price, because there is far 
more markup from jobber to retailer many times over than in the total 
costs of the bare copper wire. If you take an automobile, there are 25 
pounds of nonferrous metals excluding the storage battery in an auto- 
mobile. Whether it sold for 25 cents or 30 cents would be 5 cents a 
pound on 25 pounds, or $1.25 difference in a $2500 automobile. Those 
are nonferrous metals. 

Mr. McCuu.ocn. Well, might the committee properly conclude, 
then, that it is your opinion that in the long run this sliding-scale 
tariff would cost the American consumer less than it could cost him 
to be at the mercy of those foreign producers who charge and get all 
the traflic will bear ? 

Mr. Wituiston. Far less. We have « beautiful example in copper 
in 1952 and 1953. Domestic copper was obtained for 241% cents. The 
world price on copper was 55. We have become dependent on world 
copper and we paid through the nose for it. 

We paid many times over the cost of a tariff in a good many years 
in the brief period of 1951 and 1952, when we were trying to buy 35 
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and 40-cent copper from abroad. It would be much cheaper to buy 
it at home where we had some control over it. If we enter into a 
contract with a foreign producer, he uses it as a floor. If he can sell 
for a better price, he doesn’t deliver to use. And if the market goes 
below, he sells to the United States. We have a beautiful example in 
tungsten where we have 2 years to go on a current tungsten program. 
Tungste nn from King Island in the South Pacifie still has 5 years to go 
on their contract with the Government. They didn’t deliver when the 
price of tungsten was above 63, but now that the price is below 65, 
they will religiously fill out the contract. 

We have a 10-year contract for tungsten in Korea. If we got intoa 
hot war, we wouldn’t have any Korean tungsten. But as long as we 
don’t need that tungsten it will come into the market. They have 
7 years to go, while our domestic producer under the Government 
guaranteed tungsten plan has only a little over 21%4 years to go. 

Mr. MeCuntsocnu. I would judge from what you have said, that you 
do not believe international relations have reached the point where 
we can safely embrace free trade as a national policy ¢ 

Mr. Winuisron. I think that the foreigner will take advantage of 
us every time he gets the chance, and usually he gets the chance and 
usually he does it. 

Mr. Rreniman. Mr. Hosmer? 

Mr. Hosmer. Do I understand that you mean that the existence of a 
domestic metals supply, even though it might cost something to the 
consumer by way of tariffs, is actually a protection against the inter- 
national cartels that could do what they wanted with prices of 
imported metals if we did not have an industry of our own? 

Mr. Wiiisvon. I think that is exactly the case. I can give you a 
ery excellent example: Mercury in World War Il. We were self 

suftic ient in that. The European mercury cartel broke the price of 
mercury to its prewar level, the lowest purchasing power of mercury 
in history, down to $40 a bottle. They did it and advertised in the 
London paper and said the “Vy were do ne it to destroy the domestic 
industry in the United States, and when they had the industry de- 
stroyed they would raise the price again. They eliminated 90 percent 
of it and raised the price 90 percent. 

We have practically been warned that if we increase production in 
this country, they will again bring down the price, and shut down the 
mines, and then bring the price up again. The State Department 
brought over representatives of the Spanish producers, representatives 
of the cartel, asked the domestic producer to show them our equipment, 
our metallurgical plants, so they could take them back and copy them 
and compete. The United States Government has purchased every 
ounce of mercury for the stockpile from foreigners, and have refus ed 
to even permit domestic producers to bid. It is an example of what 
happens when you follow that type of policy. We now are dependent 
for 85 percent of our requirements of mercury on Italy and Spain. 

The Joint Chiefs of Staff say in the event of a hot war to count fo 
no metals whatsoever from Europe. 

I think I have taken too much time. 

Mr. Rreauman. I would like to ask just this one question 

Your organizations in the mining industry, of course, have no objec- 
tion to a certain portion of materials coming from foreign countries, 
but your main interest is to preserve the mining industry in this 
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country, and that we would have a supply in case of an emergency 
where our outside supplies would be cut off, that we would “have 
immediately available materials that we could get from our mines 
that were open for the defense of our country. 

Mr. Wuuistron. That is it. I would go a little farther. I would 
say that what we should have in this country is a healthy, active 
mining industry, supplying an appreciable portion of our require 
ment, preferably about 50 percent, with amply developed reserves so 
that they could be enlarged rapidly in time of need. 

The policy of keeping minerals in the ground, which is the State 
Department policy, means first that you do not know where they are, 
you don’t know how big they are, but much more important, you have 
no men, no technicians, and no plant to extract them. It takes at 
least 5 years to develop an effic iently operating mine. If you try and 
do it in less time than that, you do a pretty sloppy job. Tt takes that 
long to iron kinks out. 

Mr. Rrene_man. In case of an emergency, in case some of our small 
mines are shut down, how long would it take to reopen them and put 
them into productive capacity q 

Mr. Witursron. Each time they are shut down, very few are re- 
opened. The price of mercury is relatively high but out of the 197 
producers we had in 1945 we only have 10 now. The rest of them are 
scared out. They wouldn't go back into the mercury business. Too 
many of our small mines are doing that. The cost of maintaining a 
closed mine in such shape that it can be easily rehabilitated is very 
high. We were closed for 1 year in 1949. It is 1953 and we have 
not recovered the ground we lost then. It has cost us well over $100, 
000 a year on a small operation to maintain it as well as we did. 

Mr. Rrentman. How long would it take to rehabilitate a mine 
that has been closed ? 

Mr. Witutsron. Two, three, four years minimum. and then it 
wouldn’t be in the shape that it should have been. You would be 
behind on development work. 

Mr. Rrestman. Thank you very much. 


Mr. Hewitt West ? 


STATEMENT OF HEWITT S. WEST, PRESIDENT, MANGANESE, INC., 
AND HALE MINES, INC., HENDERSON, NEV. 


Mr. West. My name is Hewitt S. West. I am president of Man- 
ganese, Inc., and Hale Mines, Inc., which operate manganese proper- 
ties in Nevada and New Mexico. 

Mr. Rreuitman. Do you have a prepared statement 

Mr. West. I have a prepared statement. This statement has to do 
with the recent manganese program. 

Mr. Rreautman. Would you like to summarize your statement and 
have it printed in the record, or would you prefer to read it, sir? 

Mr. West. I think I would prefer to read it. 

Mr. Rieutman. All right. 

Mr. Wesr. During July 1951, General Services Administration 
instituted a 5-year domestic managanese purchasing program to en- 
courage the discovery, development, and production of manganese by 
small ‘producers i in the United States. Purchase depots were to be set 
up at Butte and Phillipsburg, Mont.,-and at Deming, N. Mex. Ores 





PROBLEMS IN THE METAL-MINING INDUSTRY 173 


containing 15 percent or more metallic managanese ore were to be 
purchased but for some unknown and unexp lained reason different 
prices for identical ore were offered at each depot. ‘These prices were 
far below the levels advised by industry as necessary to stimulate 
production and a state of confusion and stalemate was immediately 
created. 

In May 1952 a national program for small mines was set up to buy 
metallurgical specification ore in carload lots at the nearest mine rail- 
head but deliveries under this program have been minor. This state of 
inactivity continued until September 1952, when the _— structure at 
depots were revised upward, the question of copper, lead, and zinc 
content of crude ore to be proc essed was determined and a new pur- 
chase de spot at Wenden, Ariz., was agreed to. However, 25 percent 
of the proposed life of the programs had elapsed before their terms 
were made workable which made it exceedingly diflicult to interest 
qualified producers to open up and develop unde rground mines or any 
mines requiring prelimiary upgrading facilities. 

In January 1953, the authorities in Washington finally admitted 
that lead and zine could be removed in the nodulizing of flotation 
concentrates and decided on a charge of $2.25 per ton of crude ore. 
This was manifestly unfair as it penalized low-grade, low-price ore 
where the price was already on the borderline. Fifteen percent ore 
which can be concentrated on a 4-ton to 1-ton basis pays $9 per ton of 
concentrate against a base price of $8.54 per ton of ore. Twenty-seven 
percent ore which will concentrate on a basis of 2 tons of crude ore to 
1 ton of concentrate only pays $4.50 for nodulizing against a base price 
of $32.40 per ton of ore. Certainly it costs no more to nodulize con- 
centrates from low-grade ore than from medium-grade ore and this 
unfair penalty should be corrected. 

Prices paid today at the depots will stimulate production and ap 
pear to be reasonable and fair under today’s conditions. The depot at 
Wenden is booming and more ore is being offered than can be handled 
on an 8-hour shift. Deliveries to the other depots are picking up and 
the entire program could be a great success if three amendments were 
promptly made. 

First, the programs should be extended for at least 3 years in order 
to allow underground mines to be developed and still have time to 
deliver ore to the depots so that the recovery of the necessary invest 
ment is reasonably assured if the mine is suc cessful. 

Second, the size of the depot programs should be more than doubled. 
Present limit of 6 million units is too small to interest produce: 
opening large low-grade mines. The total amount of ore allowed a 
any one depot is not sufficient to oe an efficient size milling “s unt 
A completely integrated mill to handle all types of ore, including 
nodulizing, should “handle at oo 500 tons of crude ore per day and 
have an absolute minimum of 5 years’ supply of ore. The ore delivered 
at the depots to date average about 20 percent and it would take 750,- 
000 tons or 15 million units of this ore as minimum supply for an effi- 
cient milling plant. It is extremely doubtful that the national pro- 
gram covering specification ore from small mines will reach any ap- 
preciable percentage of its goal. A new depot should be estab lished 
in the Virginia distri ict to receive low-grade ore. 

Third, the cutoff grade of 15 percent should be reviewed and revised 
downward where feasible. Important quantities of good milling ore 
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of 13 to 14 percent grade are available. Some of these ores will up- 
grade to specifications as readily and in many cases more readily than 
some acceptable 15-percent ores. The cutoff limit on grade of crude 
ore accepted should be based solely on the amenability of the ore to 
satisfactory upgrading by the standard metallurgical processes 
already provided for. 

With these proposed changes in the programs it seems certain, from 
present progress, that the domestic manganese production of the 
United States can be very materially stimulated. Now deposits will 
be put into production that will greatly alleviate our utter dependence 
on imported ores and will provide a stockpile of readily available ore 
in time of emergency. 

At the present time the United States is consuming 2 million tons 
of manganese ore per year. Domestic production of metallurgical 
grade is, at present, 240,000 tons a year. Present production of low 
grade manganese under the Government purchase program is approxi 
mately 180,000 tons, which will process into about 60,000 tons of 
metallurgical grade mineral. 

If the recommendations suggested in this testimony were to be put 
into effect, the production of domestic lowgrade would be more than 
double, increasing our present metallurgical grade produced in the 
United States by more than 50 percent. 

If you have any questions, I would be glad to answer them. 

Mr. McCut.ocn. I would like to know whether or not production 
of manganese has been materially increased in the last decade in 
America. 

Mr. West. In the last 3 years, the Government has made contracts, 
not counting this program, which will double the production. The 
present production up to this year was roughly 120,000 tons. Today 
the production is approximately 240,000 to 250,000. In addition, these 
programs will produce from 60,000 to 100,000 tons of metallurgical 
grade each year. 

Mr. McCutiocn. And that production, you say in your opinion will 
increase ¢ 

Mr. West. We should be able to get toa minimum of between 500,000 
and 600,000 tons a year, if these programs are properly set up. 

Mr. McCutxocn. I note from your statement that we consume about 
2 million tons. Are you talking about the same thing? Are we talk- 
ing about the same thing? 

Mr. West. Yes, that is the same thing. We consume about 2 mil- 
lion tons, and unfortunately our foreign supply is mainly from India, 
South Africa, the Gold Coast of South Africa, and Brazil, which are 
long sea voyages in case of war. 

Mr. McCuttocn. What do you know, if anything, about our stock- 
piling of manganese / 

Mr. West. I do not know what the stockpile figures are. I under- 
stand that the stockpile on manganese is less than 40 percent com- 
plete. Tam not sure of those figures. 

Mr. McCutiocu. Under existing law or regulation, are there out- 
standing contracts that have been stimulating this production that 
you have talked about? 

Mr. West. Do you mean outstanding foreign contracts or domestic 
contracts or what? 

Mr. McCuti1ocn. Domestic. 
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Mr. West. There are two principal domestic contracts. One is with 
iny company, Manganese, Inc. We are producing at the present time 
about 60,000 tons a year, and will be on the basis of 125,000 tons a year 
within the next 60 days. 

Mr. McCutsocw. And you are obviously, producing at a profit, if 
you are producing at those quantities. 

Mr. West. Not as yet. We have started this plant. Our original 
estimate of cost in the plant was around $24 million. We have ex- 
pended over $5 million on it, and to date we have an operating loss in 
the last 6 months of about $700,000. We expect, however, to overcome 
the difficulties that we have e xperienced and to be on a profit basis by 
the end of this year. 

Mr. McCun.ocnu. Do you have escalator clauses in your contract / 

Mr. West. Yes; we have escalator clause in the contract based on 
the wholesale commodity index. 

Mr. McCunsocu. Therefore, with respect to these contracts that 
are in existence, the producers are in a relatively good position ? 

Mr. Wesr. Our contract is satisfactory, we think. 

Mr. McCutiocu. How about the duration of that contract ? 

Mr. West. That contract expires in 1960.- It was a 10-year contract 
to start with. It allowed us 3 years to build a mill and develop the 
mine, and 7 years for operation. 

Mr. McCuu.ocn. Is your contract substantially the same as the 
contracts with other producers / 

Mr. West. There is only one other direct contract. That is with 
the West Moreland Co. in Arkansas. That contract, I am advised, has 
run into serious difficulties and the entire operation is shut down now 
while they review the metallurgical problems. They never got into 
operation. All other contracts are under these domestic programs 
which are not individual contracts. 

Mr. McCu.iocn. Now with respect to your activities, we have ap- 
proximately 7 years during which we may take repeated look-sees, with 
respect to this? 

Mr. West. To our individual contract 

Mr. McCutiocu. Yes. 

Mr. Wesr. Yes, indeed. But under these other contracts they all 
have less than 3 years to run or about 3 years to run. 

Mr. McCuntocn. Do you think in the interest of the safety of our 
country, we should begin to explore the necessity of increasing the 
terms of the contracts of these other producers, then, and that 3 years, 
for instance is not a safe period to proceed upon ? 

Mr. West. It took the Government so long to get the programs on 
a workable basis that a large part of the time of the programs elapsed. 
Now it is too short to warrant any producer investing any amount of 
money in opening up a mine because he knows that by the time he gets 
the plant built, even though it is a small, preliminary upgrading plant, 
and the mine opened, he can not possibly recover his investment in a 
period of 3 years. 

Mr. McCuttocu. I would like to have your opinion on this proposal : 
Do you think that the United States of American can safely rely on a 
stockpiling program even though we make that program as long or 
longer than has been suggested by anyone ? 

Mr. West. No; I do not feel that the United States Government can 
rely entirely upon any stockpile program. They must keep a healthy 
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ining industry alive. Otherwise you lose all of the technicians, the 
trained workmen, that are required to make any proposition go. 

Mr. McCvutxocu. Is it likely the program which you just said you 
advocated would be prohibitive in costs over a longer period of time? 

Mr. West. No. As the program is extended, there would be a 
tendency to reduce costs. The use of manganese is used mostly in steel. 
It takes approximately 14 pounds of manganese to make a ton of steel! 
and you cannot make steel without it. 

Now, if foreign manganese is worth a dollar and a quarter a unit, 
which is 22 pounds, and domestic manganese costs $2.50, that — 
a difference between, roughly 6 cents and 12 cents a ‘pound. For 
pounds, it would be 6 times 14, or something in the neighborhood of § 85 
cents a ton of steel. That is a very negligible charge. Labor has had 
several raises in the last 4 years which amounted to from a dollar and 
a half to two dollars and a half of a ton of steel. 

Mr. Rreaiman., In the first paragraph of your statement you stress 
the point that certain arrangements were made with General Services 
for this 5-year domestic manganese purchasing program and that 
certain depots were to be set up and Ntgreny was to be followed out. 

‘ou go on to say that the prices were far below the levels advised 
by industry as necessary to substantial production and a state of con- 
fusion and stalemate was immediately created. 

I would like a little explanation on that in view of the fact that you 
have said that it has been a costly operation for your own corpora- 
tions up to now, but, however you are looking forward in the next 
few months to be on the basis of where you are going to be able to 


operate at a profit probably to the end of your contract, which goes 
for about 7 or 8 years yet. 


Mr. West. That is right. 

Mr. McCutiocu. I was wondering about that statement there. 

Mr. West. Well, when this program was under consideration by 
GS.A, they called in various industry representatives as to what price 
would be necessary to stimulate the small mine production of man- 
ganese. We had advised them that it would take roughly $1 a unit 
for 15 percent ore with an ascending scale of roughly 3 cents addi- 
tional for each additional unit. 

It was understood that they were going to adopt something like 
that. But when it came out, the prices are as follows: 

The price for 15 percent ore instead of being $1 a unit was $6.10. 
Now we will take 20 percent ore because that is about an average of 
the ore. The price as it originally came out was $13-70 a ton. It is 
now $16.20. So there was an increase of $4.00, or $3.80. That meant 
the difference of wnether you could operate a mine or couldn’t operate 
it. In other words, a 20 percent mine at $13.70 delivered, that meant 
that had to deliver it to the stockpile, just couldn’t operate, where at 
$17.20 they can probably make $3 a ton. But it took a year and a half 
to get those prices revised to where the program could work. These 
prices are satisfactory, the new price. 

Mr. Rren_Man. That is the question I wanted to ask. 

Mr. West. These prices are satisfactory, they will just extend the 
duration so that the mines will goto work. The prices are satisfactory. 

Mr. Rreniman. You have a longer period of time to go on your 
contract 4 
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Mr. West. On our own contract, yes. Our prices are not like this. 
Our contract is an individual contract and our prices are not as high 
as these. We furnish metallurgical grade ore at a price considerably 
lower than these prices. 

Mr. Hosmer. Your organization has invested $5 million in new 
oe facilities since Korea ? 

Mr. West. Yes, sir. 

Mr. RreuumMan. Are you operating under tax amortization certi 
ficates / 

Mr. Wesr. In our original contracts it was provided that we were 
to have a hundred percent certificate. By the time they vot through 
with that in Washington they refused to give us any certificate. Later 
we were able to reopen the question and they finally allowed us a 50 
percent certificate. 

Mr. Hosmer. That is on 50 percent of your investment you got a 
5-year depreciation schedule, is that correct ? 

Mr. West. Yes, sir. Of course, we have to have a profit to write that 
depreciation off. 

Mr. Hosmer. Well, of course you have your loss carried forward 
and so forth, have you not? 

Mr. West. No, sir. 

Mr. Hosmer. That is, in the years to come. 

Mr. West. No, sir. 

Mr. Hosmer. Do you also operate under a depletion schedule? 

Mr. West. A normal depletion schedule, 15 percent. 

Mr. Hosmer. Would the program that you have outlined in your 
prepared statement here operate to shift the production over i low- 
grade ores at the expense of high-grade ores, therefore stimulating the 
low-gr: ade production now, and would the producers then hold back 
their high-grade ore? 

Mr. West. No. There would be no holding back of high grade 
ore. There is very, very little high grade ore in the United States. 
There is a very good amount of low grade that can be upgraded to 
high grade by a simple process. 

Mr. Hosmer. That is the removal of some of the impurities. 

Mr. West. Yes. These depots are to collect the low grade ores 
where you could not afford to put a mill on a mine that was produc- 
ing only 50 tons a day. 

Mr. Hosmer. Is the upgrading done at the depot by the govern- 
ment ? 

Mr. Wesr. It will be done by the depot. There are no milling 

‘acilities provided as yet. They are collecting the ore. 

Mr. Hosmer. The Government does that upgrading, is that correct ? 

Mr. Wrst. The Government will make arrangements to do that 
upgrading. 

Mr. Hosmer. At whose expense, the producer’s expense or the gov- 
ernment’s? 

Mr. Rreutman. How many years have we been mining manganese 
in the United States? 

Mr. West. Since prior to the First World War. 

Mr. Rrentman. Where has our main source of supply been coming 
from, what countries ? 
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Mr. Wesr. The main supply came from Russia up until the time 
they cut us off three years ago. And theirs is practically all low 
grade ores, and is treated just like this program proposes. 

Mr. Rreuitman. Any other questions? Mr. Counsel, do you have 
any questions? 

Mr. Hinton. No, I do not, sir. 

Mr. Rreutman. Thank you very much, sir. 

Mr. Worthen Bradley ? 


STATEMENT OF WORTHEN BRADLEY, PRESIDENT, BRADLEY 
MINING CO., SAN FRANCISCO, CALIF. 


Mr. RreutmMan. Will you identify yourself? 

Mr. Brapiey. I am Worthen Bradley, president of the Bradley 
Mining Co., operating in California and Idaho, with 134 employees, 
and my subject is stockpiles and tariffs. 

Mr. Rrmeutman. Would you like to read your statement into the 
record ? 

Mr. Braptey. I will read it within time limitations. I will read 
most of it. 

Mr. Rientman. All right. 

Mr. Braptey. Most of what I have to say has been covered better 
and more concisely by Mr. Williston, but I will go ahead anyway. 

Mr. Hosmer. May | ask what metals you mine? 

Mr. Braptey. Tungsten, at present, and we have in reserve anti 
mony and mercury, which at present are shut down. 

Mr. Rieutman. Which are shut down, did you say ! 

Mr. Braptey. They are shut down, yes. That these 2 subjects, 
stockpiles and tari iffs, are to be covered in 1 paper, calls for some 
explanation. None was given to me, so I have to assume the ap- 
parently obvious: That it was thought both subjects apply more to 
foreign metals than to domestic. By their very nature tariffs do, 
of course, carry a foreign tinge; but it is sad to realize that stockpiles 
have also come to be viewed in this light. 

The Senators and Representatives who passed the Stockpiling Act 
of 1946 certainly had no intention that the subject should degenerate 
to a foreign-aid program. Incorporated in the act was the provision 
that it 
shall be made in accordance with title III of the act of March 3, 1933. 


This was the celebrated “Buy American” clause, and was the special 
target of President Truman in his statement accompanying his sign- 
ing of the act. He blasted “Buy American” on the grounds that it— 
will not only materially increase the cost of the proposed stockpiles, but will 
tend to defeat the conservation and strategic objectives of the bill by further 
depleting our already inadequate underground reserves * * * Furthermore, 
there can be a serious conflict between those provisions and the foreign economic 
policy which this Government is actively pursuing * * *. 

Here we have, in capsule form, the stockpiling philosophy of the 
last decade and a half. It goes something like this: We should not 
stockpile our domestic metals, for they are safer left in the ground. 
And, anyway, we haven’t enough of them. And. anyway, it is much 
better to help foreign countries by removing their metals from the 
ground. 
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This dubious dogma was reaffirmed in the much discussed Paley 
Report of 1952. That report in laudable manner recommends that 
stockpiling be made a permanent instrument of national policy, that 
annual reviews of the objectives and purchase program be made 
promptly as planned, that in general acquisitions should be made at 
minimum cost without favoritism, and that withdrawals be rigidly 

tightened. 

But interwoven with these unexceptionable recommendations ap 
peared some of the old bias. For instance, in recommending reviews 
the report says “they should be comprehensive, including considera- 
tion of effects of proposed stockpiling measures upon the economies 
of the United States and other free nations * * *” This sounds 
innocent enough by itself, but when considered with the report’s next- 
to-last recommendation it is somewhat revealing. That particular 
recommendation was “That the ‘Buy American’ provisions in the 
present stockpiling act should be repealed.” 

In expounding against “Buy American” the report goes on to say 
The development of foreign resources may offer alternatives to domestic stock 
piling, possibly in the form of stockpiling on foreign soil * * * Up to July 1, 
1951, ECA purchases for the stoc kpile amountéd to approximately $70 million 
worth of strategic materials _ 

Materials of foreign origin necessarily play a major role in stockpiling. This 
follows directly from the use of the basic criteria of strategic scarcity. Even 
so, Congress wrote a “Buy American” provision into the Stockpile Act over the 
President’s strong objections, and it has been the responsibility of the Munitions 
Board (a) to determine with respect to which materials the application of the 
“Buy American” Act would be in the public interest, and (b) to set the maximum 
margin above market prices that could be paid to the domestic producers. 

Parenthetically I will put in here that that was interpreted as any- 
where from zero to 25 percent of market price, in the instances in 
which they did buy from domestic producers. 

By June 30, 1951, 77 percent of the expenditures had gone for foreign 
materials * * * 

In December 1952, the National Security Resources Board sub- 
mitted its comments on the Paley Report, and in doing so performed 
the expected by echoing the report’s stricture against “Buy American.” 

To all of this, and particularly to the “alternative” of stockpiling 
on foreign soil, I can only say that the most vital factor has been 
completely lost sight of. That factor is the concept of a thriving, 
expanding domestic mineral industry as the base of our stockpile. 

That is not an original thought. It has been mentioned this morn- 
ing and will be mentioned further in the day. But perhaps I can 
have you visualize, to say if you picture the stockpile as a pyramid of 
materials, the base ‘of the whole pyramid would be the domestic mining 
industry. The point of whether the stockpile should be available for 
1 2-year war, a 5-year war, a 10-year war, would vary with each 
material, with each metal, that is in the stockpile. But I think that 
is beside the point. I think the main point is to have a flourishing 
mining industry supporting the whole structure. 

The Paley Report does admit that— 

The Stockpile Act charges the Departments of the Interior and Agriculture with 


certain measures aiming at the development of additional domestic sources 
for strategic materials. 
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But it adds that— 








Until recently the Munitions Board considered the development function as 
quite outside its own field. 

* * * When asked whether the Board would wish to receive authority in this 
direction, the Chairman observed that “subsidy activities should be kept separate 

and apart from stockpiling” * * *. 

The results of this attitude of noncompliance have been such as 
might be expected. 

In general, stockpiling has been a deterrent to the greatly needed 
expansion of our domestic mining industry. There have been at least 
two instances of this harmful effect: (1) Metal buying for the stock 
piling was timed poorly. Such purchases often occurred during pe 
riods of tight metal markets: and there was often little or no buy) ing 
during weak or slack periods. And (2) purchases contracts to for 
eign producers were often of longer term and higer price than those 
eranted to domestic producers. 

his situation resulted in these assisted materials eventually coming 
back on our own market. 

But in spite of the false philosophies and administrational blunders, 
our stockpile has grown. C ompare the 17.6 percent fulfillment of ob 

‘ctives, announced in 1948, with the recently reported 75 percent. 
During the past 5 years there have, of course, been considerable revi- 

ions in the list of materials to be stoc kpiled and in the goals to be 
ichieved, so the percentage figures are not directly comparable. But 
they are sufficiently divergent to indicate a substantial gain. 

I have mentioned administrative blunders in the stoc ckpiling pro- 
gram. These were, for the most part, due to the awkward interdepart- 
mental routine and inherent bureaucratic redtape. ‘They became par- 
ticularly evident when a metal producer went to Washington and tried 
to ascertain the stockpiling policy for his product. He had a right to 
know about this in general, without necessarily hearing actual con- 
fidential figures and percentages. But he soon became lost in such a 
maze of Government agencies and committees, both military and civil- 
ian, and he received sucly conflicting and confusing advice from the 
various sources, that he was usually willing to creep home in baffled 
resignation. 

Among those who have become fed up with this state of affairs is 
President Eisenhower himself. Early this month the President noted 
“the present undesirable confusion of responsibilities” between the 
Office of Defense Mobilization and the Army and Navy Munitions 
Board. He proposed that the ODM be reorganized and strengthened, 
und that this civilian agency take over from the Munitions Board the 
task of running the stockpile. The ODM would also take over, from 
the Secretary of the Interior and from the Secretaries of the three 
nilitary se gean the setting up of stockpile policies. Another step 
would find the National Security Resources Board also going under 
ODM. The NSRB was originally set up to do long-range mobiliza- 

on planning, but is now almost defunct. 

Pending all this reorganization, it is kinder to withhold further 

:dverse comment. We can only add that we hope the President’s 
planned reforms are effected, and that a sounder stockpiling program 
will result. The formulators of this sounder program should never 
forget the dangers of war-interrupted shipping lanes, and they 
should also bear in mind—if we may repeat something we sincerely 
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believe bears repeating—that the true foundation of a stockpile is a 
live mining industry. 

Such an industry must not only produce in the present ; it must also 
find new ore deposits, or extensions of old ones, which will enable 
it to produce in the future. For that reason the exploration-with 
(Jovernment-assistance program now being carried on under the De 
fense Minerals Exploration Administration is so vital. It ties right 
in with stockpiling, and we sincerely hope the DMEA will be extended 
— beyond its expiration this summer. 

1is program has been most effective in encouraging much needed 
development and exporation, and has resulted in many discoveries. 
Thus our natural resources are being increased, and the Govern- 
ment recovers its money as the new ore is processed. This is one of 
the most sensible and constructive Government programs ever to be 
enacted for a natural-resource industry. Furthermore, the program 
has been under way long enough to attain positive results, but the 
practical operation has been" smoothed out and the field teams well 
organized. The DMEA program is off to a very good start, and it 
would be shortsighted to permit the lapse of this excellent aid to om 
natural resource growth. 

We should not close this section without an accolade to the General 
Services Administration for this tungsten-buying program. That 
program is really more a price-supporting arrangement to bring out 
more tungsten for domestic consumers. It has succeeded nobly in 
that endeavor, proving again that there is nothing like the profit 
motive to stimulate industry; and in doing this, GSA has been able 
to purchase for the stockpile a substantial quantity of tungsten 
concentrates. 


The same murky philosophy that has for so long dominated our 
y | E 


stockpile program, has been even more damaging in its application to 
tariffs. The trend has been from reduction of already pitifully low 
metal tariffs, toward thetr complete elimination. Propaganda fo 
this elimination started rapidly accelerating during the latter part of 
1952, and has recently been snowballing at an alarming rate. “Trade, 
Not Aid” is a slogan which, in its ultimate effect, means neither trade 
with nor aid to our domestic mining industry. 

The misguided proponents of this unworthy cause lean on an old 
conservationalists’ argument when they say that our metals should be 
left in the ground. Then, because metals stay grounded owing to lack 
of tariff protection, the cry is ‘Look! We always knew this country 
has never had enough of its own metals. Might as well remove the 
remaining protection, and go all-foreign in our metals purchases.” 

And so the vicious circle continues. No thought is given to the 
vulnerability of our dependence upon foreign metals, in the event 
of submarine action in a future war. 

It will surprice no one to learn that the State Department of the 
previous administration got into the act. I will insert here, too, that 
apparently they were a ‘little worried about going out of business, 
and thought they had to pull some last minute acts in substantiation 
of their theories. 

In December 1952 the Department announced that it had spent | 
year and $10,000 in the prepar: ation and publication of a certain book 
let. This booklet, entitled “Together We Are Strong” purports to 
prove that no nation is self-suflicient and that mutual cooperation is 





182 PROBLEMS IN THE METAL-MINING INDUSTRY 


vital to American security. A dreary picture is presented in terms 
of a fictitious family in the United States which has been isolated long 
enough to be living entirely on its domestic resources. There is no 
more coffee, the kitchen utensils are worn out, there is no telephone, 
no cosmetics, and there are no jobs. <A little truth can be a dangerous 
thing. 

To turn to facts and figures, let us compare 1939 with 1952-5 
year 1939 was notable for the start of World War II and the 1 
of inflation which have ensued. 

If a base wholesale price index of 100 be applied to 1939, and then 
weighted for the wages which are the largest component of the min- 
ing cost, the inflation would be threefold. 

This degree of inflation is not sufficiently reflected in the prices of 
at least three of our nonferrous metals. Taking lead, zinc, and mer- 
cury as examples, their current prices are roughly twice their 1939 
counterparts. If the rise had been 3 times, as it should have been to 
achieve parity with the composite index, the prices of these metals 
would now be approximately 15 cents per pound for lead and zine, 
and $300 per flask of mercury. In the case of lead and zinc the 15-cent 
price was reached and even exceeded in the post-World War II years; 
and the mercury price reached approximtely $230. But in each case 
market weakness developed and the price slipped back. The prices 
have descended to levels where, when last heard from, they were 12 
cents for lead, 11 cents for zinc, and $195 for mercury. These are levels 
at which lead and zine mines are sliutting down, and most mercury 
mines are remaining inoperative. 

Now, as to what happens when an industry gets completely shut 
down as has already been mentioned by Mr. Williston in the case of 
mercury. ‘The shutting down, I have no doubt, would be applied by 
the foreign producers of the other metals, too. What has caused this 
market Soule’ 

Imports, of course. These metals are on a net import basis and thus 
additions to domestic supply are needed from foreign sources, but the 
thing has been overdone. Foreign metal has come pouring in at de- 
creasing prices. Much of this metal represents liquidation of foreign 
stocks; in the case of lead and zinc, much of it was previously pur- 
chased by England at higher prices, with the financial assistance of our 
Government. This is a perfect example of chickens coming home to 
roost. 

The present lead and zinc tariffs are one-half the 1939 rate, and we 
have the precedent of interims during which there was not tariff at all. 
The mercury rate remains the same as in 1939. In each case the 1939 
rate was a much higher percentage of the price: it was 42 percent of 
the 1939 lead price, for instance; whereas it is now 9 percent of that 
price. If present tariffs bore the same ad valorem ieletian to metal 
prices as existed in 1939, the present rate on lead would be 5 cents per 
pound, instead of 14 ¢ cents; on zinc 3 cents per pound, instead of 
74 cent; and on mercury $35 per flask, instead of $19. 

There seems no doubt that export-import brokers, bent on increasing 
port traffic, certain chambers of commerce, and many professional 
free traders and do-gooders, are still intent on reducing our metal 
tariffs to the vanishing point. President Eisenhower is taking a neu- 
tral position inthe matter. He recommends that the Reciprocal Trade 


‘ 


>». The 
3 years 
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Agreements Act be extended for 1 year, without changes, to permit 
study of the problems involved. 

We believe time is of the essence, and hope that our industry will 
not have to submit to another year of bludgeoning from low cost for- 
eign metals. There are many bills before Congress now seeking to 
extend the Reciprocal Trade Agreements Act, or deferring it with no 
changes for a year, and some have recommended that certain features 
be strengthened or restained in the old Reciprocal Trades Act. There 
is really quite a maze of bills to chose from. ‘Two of them one by Sen- 
ator Henry Dworshak, of Idaho, and one by Senator Simpson of 
Pennsylvania, include the sliding scale on lead and zine. The Simpson 
bill is quite inclusive of that, lead and zine sliding scale, and also many 
other strengthening features. That is the one that 1 recommend, and 
that is recommended by the American Mining Congress, and many 
mining companies. That is the Simpson bill, H. R. 4294, which is 
now—I called him Senator Simpson. I must have been wrong. That 
is now in the House Ways and Means Committee. The Simpson bill 
is notable primarily for its inclusion of a sliding scale stabilization 
duty or import tax on lead and zine, hinged to a base price of 1544 
cents for each metal. 

I have seen that quoted as 15 cents for lead and 14 cents for zine, 
but I am informed it is this way now. This would be a forward step 
which might well pave the way for similar action on other metals. 

The Simpson bill also tightens up the administration of the Trade 
Agreements Act in several important ways. The bill would require 
the President to follow the “peril point” recommendations of the 
Tariff Commission in negotiating new agreements. At present this 
is not mandatory. The Simpson bill would also make mandatory 
the President’s invocation of the “escape clause” upon a finding by the 
Commission that domestic workers or producers are being damaged 
or threatened with damage through the operation of a trade agree- 
ment. The Simpson bill provides for an increase in Tariff Com- 
mission membership from 6 to 7 members. 

Mr. Rrewuiman. Mr. McCulloch, do you have some questions? 

Mr. McCutxocn. I noticed that Mr. Bradley said that the anti- 
mony and mercury mines are about all shut down. Did I understand 
you correctly ? 

Mr. Brapiey. That is correct. 

Mr. McCuntocu. I also noted in your statement that if the tariff 
were on the same ad valorem rates as they were in 1939, that they 
would now amount. to $36 per flask on mercury. 

Mr, Brapiey. Yes. 

Mr. McCuniocn. If that were the tariff now, could you, produce 
mercury at a profit? 

Mr. Brapuey. Yes. If we had any assurance that the state of affairs 
would continue. Upon that basis we could start up our mines and 
look forward to a profit. 

Mr. McCutiocu. We could properly conclude, then, that a con- 
sistent policy on the part of the Government would be tremendously 
helpful to the mining industry. 

Mr. Braptey. I should differentiate between mercury and anti- 
mony. Antimony is completely shut down, and mercury is partially 
operating, mostly shut down. But consistency, as you say, would be 
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the main motivating force for getting the industry going, the com- 
plete industry. 

Mr. McCutxocu. I noticed that you quoted from some govern- 
mental source when you used the phrase “depleting our already inade- 
quate ground reserves.” 

Do you think that there are adequate reserves of many of these 
strategic minerals in this country ? 

Mr. Braptey. You would have to take each one and examine it by 
itself. I would say, starting from the bottom, tin and nickel are 
probably inadequate. And going up the scale there becomes a situa- 
tion of more adequacy y as you get consistent Government policies and 
price protection, to the point where, with tungsten, for instance, the 
Government program of the last few years has shown that encourage- 
ment to an industry will bring out much more of the metal than was 
even thought by the United States geological people, or people who 
studied the matter, that discoveries by private interests were 
phenomenal. 

Mr. McCutxocu. I noticed that you quoted from another govern- 
mental source, the quotation appearing on page 2 of your statement. 
I will quote it: 

In expounding against Buy American, the report goes on to say, 
and then the quotation— 


“The development of foreign resources may offer alternatives to domestic stock- 
piling, possibly in the form of stockpiling on foreign soil.” 

Would you think that was a naive suggestion ? 

Mr. Brapuey. Yes. I was really shocked when I saw that in the 
Paley report. They didn’t develop it, they just gave it a sideswipe in 
passing. 

Mr. McCuttocn. If we are in danger of having imports cut off in 
time of war by reason of enemy submarine action, the same danger 
would exist if our stockpiling were on foreign shore. 

Mr. Braptey. I quoted it to show the philosophy. 

Mr. McCutiocn. Mr. Chairman, this is such an all-inclusive state- 
ment that I would like a day or two to study it before I could intelli- 
gently ask questions. So I will forego further questioning. 

Mr. Rieni_man. I concur in your statement that it covers quite a 
field. I think the committee will have ample opportunity, and our 
staff, to study the statement when we get back to Washington. I 
wanted to make this study. You referred on 1 or 2 occasions to the 
legislation that was now before the House, and particularly H. R. 
4294. Weare glad to know of your interest and your position, and the 
study that has been made of that legislation. 1 don’t think that any 
member of the committee today is in a position to discuss this legisla- 
tion. We have made no study of it and are in no position to pass our 
judgment or to make any statement in respect to it. 

Mr. Braptey. That bill requires quite a study, too. It is quite an 
omnibus bill. 

Mr. Rieniman. Yes, it is, and it was that we would not like to lead 
anyone to believe that we have made any study of and are in any 
position to make any recommendations with respect to its provisions. 

Do you have any questions? 

Mr. Hosmer. Yes. 
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In your report you mention the difficulties you have in getting such 
a simple thing as the right time of day in Washington. One of the 
purposes of our committee is to try to smooth out those difficulties. 
I do know you appreciate that, and we are trying to do as good a 
job as we can at it. The subject of your report brings up a suggestion 
that has been made in the past, and I would like to see what your 
reaction to it is. It is, that instead of taking all these countries all 
over the world and doing this trading with them and depending 
on their sources, that we do something of this nature: 

Today, in this report we are hearing from the domestic United 
States mining industry. The suggestion has been made that since 
the United States and Canada have a common border, a common 
background, and a common language, and a common defense problem, 
an arrangement be made where, in particular types of minerals, by 
treaty, or other arrangement the economy be so unitized that when 
we are talking in terms of “domestic” it would include both the United 
States and Canada. What would be your reaction as a member of 
the United States mining industry to that type of proposal ? 

Mr. Brapiey. Well, that would be fine for our acquisition of nickel 
and would probably hurt our lead and ziné miners because of the huge 
production of lead and zine in Canada. 

Mr. Hosmer. Insofar as the objectives that the witnesses have so 
far mentioned this morning, of insuring a supply of these metals 
during a critical period of war, do you think such a plan as that might 
forward the objective ¢ 

Mr. Braptey. If you look at it as a safety for the hemisphere, yes, 
the plan would be good. It would be a survival to the fittest on the 
continent. The best lead and zine mines, economically speaking, in 
Canada and the United States would survive. But much of our indus- 
try under those conditions would probably shut down. 

Mr. Hosmer. In other words, if such a plan ever got any place, 
it should be not on the overall basis of metals, but as to particular 
metals? 

Mr. Braptey. I think so; yes. 

Mr. Hosmer. That is all. 

Mr. McCuttocu. Mr. Chairman, I would like to ask Mr. Bradley 
a question. 

Can Canada produce lead and zine cheaper than we can? 

Mr. Braptey. I believe that is a fair statement; yes. 

Mr. McCuttocu. Why? 

Mr. Bravery. A bigger-scale operation at their Consolidated Min- 
ing & Smelting Co. in Trail, British Columbia, The mine is not at 
Trail; the plant i is at Trail. The mine is some distance away. There 
is a combination of economically favorable factors of mining costs 
and cheap power and, I think probably it is safe to say, a lower-priced 
labor supply 

Mr. McCutiocu. Does Canada have a more favorable tax program 
with respect to the mining industry than does America ? 

Mr. Brapuey. Yes; that is another problem. 

Mr. McCunuiocn. Do you think that the field of taxation is one 
of the fields that is tied up with your problem ? 

Mr. Braptey. Yes. You are going to hear of that next, I am sure. 

Mr. McCutiocn. There is one other statement I noted in your 
formal statement, on page 6. It appears to me that over the last 
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decade or two there has been a growing impression that the United 
States is a high-tariff Nation. Is that a fact, really, with respect to 
your industry or the mining industry ¢ 

Mr. Brapiey. I think we are one of the lowest-tariff nations. I 
don’t have the figures here, but so I understand. 

Mr. McCuxxocu. I think that fact should be repeated over and over 
again, because I am of the opinion that a false impression has been 
probably intentionally engendered in America. I am glad that you 
made that statement. 

I have no further questions. 

Mr. Rreutman. Mr. Counsel, do you have a question / 

Mr. Hinron. I had one question. 

I believe you were stressing tungsten, and antimony and mercury. 
Do you think or is it your opinion that the domestic industry could 
meet our requirements, say, in time of emergency in those three metals 
if we did develop our domestic industry at this time? 

Mr. Brapiey. Tungsten could come very close to doing it, and 
mercury has show that it can do it. Antimony would probably always 
have to rely on some foreign imports. 

Mr. Hinton. If you enlarge that to Canada and maybe Mexico, 
viewing it in that area, could we meet our own domestic requirements 
in times of emergency ¢ 

Mr. Brapiey. Tungsten and mercury; yes. Antimony would be 
helped by Mexico. I might be corrected by a later paper on the 
subject of antimony, but I would say that even with the addition of 
Mexico we might not be self-sufficient in antimony. 

I would like to add that you would still have the danger of interrup- 
tion of the additional foreign supply that would be needed unless you 
kept the industry alive here. 

Mr. Hinton. Do you know where we could find figures on those 
three metals? 

Mr. Brapiery. Well, you are going to get the figures on antimony 
later today, and on tungsten, too, I believe; and also mercury. 

Mr. Hinton. I was wondering if the Bureau of Mines or any of the 
other Government agencies ever publish figures on these metals, and 
others. 

Mr. Braptey. They publish domestic figures and they publish im- 
ports by tons and dollar values of all the metals. You don’t always 
get the clear statement from them as to sufficiency. You have to do 
a little figuring on that yourself. 

Mr. Hinton. In your opinion, are there any really accurate figures 
put out by the Government on these metals and other metals? The 
reason I ask that is that I have heard that from various people. 

Mr. Brap.ey. Let’s say in most of the metals the figures are more 
or less accurate, but several years late. If you are working out some- 
thing you want to read today, you have to rely on a good deal of spade- 
work in addition to the latest Government figures to get something 
up to date. 

Mr. Hinton. That is all I have. 

Mr. Rreutman. Any other questions? 

Thank you, sir. 

The next witness is Mr. Granville S. Borden. 
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STATEMENT OF GRANVILLE S. BORDEN, VICE PRESIDENT AND 
DIRECTOR, IDAHO-MARYLAND MINES CORP., SAN FRANCISCO, 
CALIF., ACCOMPANIED BY SIEGFRIED BECHHOLD 


Mr. Borven. Gentlemen, my name is Granville S. Borden. I am 
a member of the bar of the Supreme Court of the District of Columbia. 
1 am a member of the bar of the Supreme Court of the United States. 
1 am registered to practice civil engineering under the laws of the 
State of California. Iam a vice president and director of the Idaho- 
Maryland Mines Corp. I am chairman of the tax administration 
committee of the Tax Executives Institute. 

I do not spe: ak for them here, gentlemen, but I would like 15 minutes, 
5 minutes for 3 short papers, 1 of which I shall digest, which I have 
put into the renord here now. I would like 5 minutes to discuss with 
you some specific problems of taxation which embrace percentage 
depletion, the limitations on operating net loss carryback and carry 
forwards, and on relief for the recipient of dividends from mining 
corporations. 

I would like 5 minutes to discuss these with you, and the privilege 
of putting into the record supplemental statements on each of those 
problems. 

If you will grant me 15 minutes I would like to present three 
papers, one entitled the “Threat to Survival From the Dearth of 
Metals,” another “A Proposal for Relief of the Domestic Miners,” 
and the third “Special Tax Problems of the Metal Miner.” 

Mr. Rrentman. Mr. Borden, we are delighted to have you here, and 
with your splendid background that you have stated, you ought to be 
able to give us a good insight into some of these tremendous proble ms. 

Mr. Hosmer. May I ask a question here? Some of these other gen- 
tlemen have indicated the number of employees that they represent. 
I wonder if you could give the employees of the Idaho-Maryland mine. 

Mr. Borpen. We have about 160 employees, Mr. Hosmer, and we 
are having a hard time to hold that many. 

Mr. Rreni_man. Let me get that correct. You would like to insert 
those three into the record and make a statement to explain them? 

Mr. Borven. Yes, sir. 

Mr. Rrensitman. We will not have the opportunity right now to read 
them and digest them, but you can rest assured that we will go over the 
record from time to time and insert these statements. 

Mr. Borven. I might say the one on taxation is an excerpt from an 
article that I presented at the American Mining Institute, and it was 
put into the Congressional Record, by Christian Herter, of Massachu- 
setts. That is a matter of the Congressional Record. 

I want to say at the outset I am not here to promote any selfish 
interest of any kind or interest of myself. I am here for the patriotic 
motive to talk on fundamentals that I believe should be brought to 
your attention. I realize, of course, that many of the things T shall 
say are of primary grade factors, but I want to reiterate them because 
I feel so profoundly that they are important to the destiny of our 
country. 

Mr. Rreniman. You may proceed, sir. 

Mr. Borven. I appreciate the privilege of presenting this testimony 
to you distinguished members of the Small Business Committee of the 
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83d Congress of the United States about the business of prospecting for 
metallic-ore deposits. 

Our people through their votes and through the provisions of the 
Constitution of the United States have placed you gentlemen and your 
colleagues on Capitol Hill in Washington in the driver’s seat of the 
1953 model of the American car and they have instructed you to guide it 
down destiny highway. 

There are about 150 million back-seat drivers under our form of 
democracy ; it is their right and duty as citizens to strive to keep you 
from driving recklessly, to keep you from napping at the wheel, and 
to direct your attention to dangerous spots on the highway ahead of us. 

Acting now in the vapacity of a back-seat driver, I am going to 
exclaim a lusty “Watch out.” I shall direct your attention to an 
obscure danger, a hazard which in my opinion could cause disaster to 
our country unless you recognize the danger and eliminate it. 

Would you like to order our boys into battle with bows and arrows, 
slingshots and popguns? But what can they use if there are not 
enough metallic ingredients for the manufacture of modern weapons 
and ammunition ? 

From V—J Day to Korea Day we spent $50 billion for a war machine 
but hardly a nickel’s worth went for the stuff to make it run, and this 
happened notwithstanding some very narrow escapes from disastrous 
shortages of strategic materials in World War II. 

I am informed by experts that the situation is not much better 
today. They tell me that in the event of a hot war should enemy 
action shut off the flow of foreign imports, our stockpiles would be de- 
pleted in a brief period. Then we would be in serious jeopardy of 
losing the conflict because the capacity to produce metals eas the 
mines in United States is far below the minimum hot-war requirements. 

Now if these facts are true, and it should not be difficult to obtain the 
truth, what are we going to do about it? Will we remain apathetic 
while we are vulnerable to defeat by some barbaric aggressors? 

The only recourse is to discover and develop in the United States 
ample reserves with the installation of adequate capacity to process 
timely requirements. 

Thus the survival of our country, our institutions, the preservation 
of our freedoms and even our lives may depend upon the degree of 
success of these ventures where some of our citizens strive to force 
Mother Nature to disclose where she has hidden her hordes of mineral 
wealth. 

The degree of success of these ventures will depend on how many 
go hunting and how much money is spent in “them thar hills.” But 
the number who hunt and the number of dollars that will be spent 
will vary with the economic climate which will enshroud their enter- 
prise. No one will prospect if the fog is too dense to perceive any 
economic rewards should Old Lady Luck lead to a mineral deposit. 
No one will bet on a long shot if the rewards of victory are apt to be 
lost in cheap foreign labor or in confiscatory taxes. 

In the stopes of taxation and in DMEA you gentlemen have in- 
stalled some good ventilating equipment but there are some uninformed 
in the Congress who would vote to abandon this equipment. 

Now, gentlemen of our Congress, here is my prayer: 

1. Be ever mindful of this obscure but real threat to our security. 
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2. Be ever mindful that Uncle Sam is an interested partner in all of 
these prospecting ventures. He shares in every discovery. very 
discovery mi akes a real contribution to our defense effort. Eve ry 
discovery constitutes a new weapon to use in the fight against inflation. 
Every disc overy creates a new source of revenue through new tribu- 
taries of income and excise taxes which lead directly into the Federal 
Treasury. Every discovery engenders a new defense against depression 
“ss a genuine contribution to the forces which support prosperity. 

. Be alert back on ( ‘apitol Hill to the necessity of administering 
v iia and stimulants to Mr. United States Prospector. 

When proposals are made to our Congress designed to improve the 
economic climate around exploratory ventures, pitch in there and 
fight for their enactment—not to promote any selfish interests but to 
help extinguish this threat to our survival which appears on the 
horizon down Destiny Way. 

Gentlemen, the second paper I have to present is entitled “A Proposal 
for Relief of the Domestic Gold Miners.” 

The gold miners have been practically put out of business by the 
current national policy with regard to gold. 

With ownership of gold virtually forbidden exce pt in very limited 
forms, and with produce rs required to sell their gold to the Treasury 
at $35 per ounce—a price unchanged for the past 19 years—and with 
cost of labor and supplies in depreciated paper dollars steadily mount- 
ing, profits from most small gold mines have been completely wiped 
out. The few mines which are operating are sustaining heavy operat- 
ing losses and depleting their mines of gold-bearing rock which i 
normal times would be commercial ore. 

I can speak with knowledge with a balance sheet in my pocket and 
an earnings sheet from the Idaho Mining Co. for this year. Ultimate 
correction of the situation will re quire restoration of the gold standard 
with a dollar convertible into gold at a price that per se will be neither 
deflationary or inflationary. What price should be selected may be 
highly controversial as far as the experts are concerned; but the 
depreciation of the dollar since 1934 is painfully obvi ious. If referred 
to gold as the stable base during this period the dollar is clearly worth 
less—or putting it the other way, the price of gold that would reflect 
its buying power in the free market has risen to some level higher 
than $35 per ounce. 

In the meantime the situation of the gold miners is becoming more 
and more painful. The gold producer ers have pleaded with Congress 
upon many occasions to cure this inelaeity by raising the statutory 
price of gold or by creating a free market for gold. 

Every. attempt to procure relief through these means has gone down 
to defeat. Why? Obviously a change in the statutory price of gold 
generates clashes of interest in broad problems in the fields of inter- 
national finance, international exchanges and currencies, international 
monetary agreements, tar! iffs, et cetera. 

The gold miners have been told that the cure proposed for their 
troubles involves too much trouble in world affairs. “You gold miners 
although we are sympathetic, are talking in terms of percentages 
of a production of $50 million annually. A change in the price of 
gold would involve billions. To curea slight injury to the body of our 
national economy we cannot risk a permanent disability to the whole 
body.” Of course, this argument is not founded on sound premises 
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from the gold-miner’s viewpoint, because he believes the remedy which 
would cure him would not be detrimental but very beneficial to all 
Americans. 

But this is where the problem is stalemated, gentlemen, and in the 
meantime our gold miners are out of business; their mines are being 
flooded and the timbers rotting, and the walls in underground exca- 
vations are caving. 

To give some measure of relief without modifying present monetary 
policies at the moment and without providing an unfair or special 
subsidy to the industry, I urge— 

(1) That the present restrictions on ownership of gold by Ameri- 
can citizens be removed ; and 

(2) That the Treasury cease selling gold to the arts, industries, and 
professions at $35 per ounce; but, otherwise, leave unchanged its polli- 
cies with regard to gold. 

This action would effective terminate the extremely unfair situation 
whereby the industrial users of gold are actually subsidized by the 
Treasury at the expense of the gold mines. Under the proper arrange- 
ments, industrial users would buy their gold on the free open market 
at whatever price was determined by the available supply and demand. 

It is noteworthy that the consumption of gold—and this is some- 
thing that is very important in my mind—in the United States, for 
so-called industrial needs, since the war has exceeded the total output 
of its domestic mines by $205 million. 

Mr. Rreutman. Where have they been procuring? Does that come 
out of the reserves somewhere ? 

Mr. Borpen. I understand it is sold by the Treasury to industrial 
users, 

Mr. Rreucman. It is loaned to them? 

Mr. Borpen. It is sold to them at $35 an ounce, and they write the 
price up of their manufactured products in the arts, and a filling in 
your tooth, and it will be about $150 an ounce. 

Mr. Hosmer. In that connection, this particular metal is probably 
not in the same standing as manganese and some of these other metals 
in defense. 

Mr. Borpen. That is true as to your personal viewpoint. I feel that 
gold is as important in our economy as anything else. 

Mr. Hosmer. It is in a different manner, shall we say, but not for 
the production of war materials? 

Mr. Borpen. Yes, sir. 

I want to refresh your recollection, perhaps. You are all younger 
than I am, but I am able to recall very well that in World War I the 
only metal that was exempt from excess-profits tax was gold, and 
we had to make an allocation between the cost and proceeds from gold 
and silver when we sent our bullion in order to pay an excess-profits 
tax on the silver but not on the gold. 

Mr. McCutxiocu. What is the world free-market price of gold, 
if any? 

Mr. Borpen. I don’t know. It is every dollar from $37 to $80, if 
you took a vote now. I don’t know what it isin Bombay. It is differ- 
ent than it is in Beirut, and it is different in Tangiers, I don’t know. 

Mr. McCunxocn. On the average what would it be? 

Mr. Borven. I don’t know. We have just been through—I have in 
a legal capacity—a big argument with the King of Arabia about that, 
and it wound up that we made a settlement on the basis of about $78. 
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Mr. McCuutocn. | take it from that statement that we are not 
acquiring any gold from foreign sources 

Mr. Borpen. No, sir. 

Mr. McCutxtocu. When did that acquisition end? 

Mr. Borven. I don’t know on the exchaage of gold in international 
finance, if that is what you mean, Mr. Congressman. I am sure we are 
doing that. We are exchanging it. 

Mr. McCuttocn. Well, if it is over a longer period of time, of course 
we acquired gold on the free world market at $35 an ounce, didn’t we? 
Wasn’t the free market as low as that sometime after 1933 ? 

Mr. Borpen. I don’t think it has ever reached that in the last 
decade. 

1 will ask if anybody here can answer that question. 

Mr. McCut.ocn. How about since 1933 or 1934? Has it reached 
$35 an ounce ? 

Mr. Borpen. Of course, there was a jump of $20 in the statutory 
price from $20.67 up to $35 in 1933, with the Gold Act. When the 
Gold Act came in in 1933, it raised the price from $20.67 to $35. 

Mr. McCuntocu. There was a period when we acquired gold from 
the producers of the world, obviously, wasn’t there ¢ 

Mr. Borpen. Yes. 

Mr. McCu.ocu. pee don’t know when that period ended 4 

Mr. Borpen. No; I don’t. But, in the relative purchasing power of 
labor and materials, it has never gone back to $35 with this inflation 
going on. 

Mr. Hosmer. What advantage to the general economy of the United 
States distinguished from the gold-mining industry itself would be 
gained by changes in policy that you suggest here? 

Mr. Borven. Well, the changes I propose here, Mr. Congressman, 
are merely to shift the profits from the industrial users and the arts 
over to the gold miners where they belong. This fixing the statutory 
price at $35 ) obviously raises the grade of ore that you can mine and 
profit. Unless you are fortunate to have a grade of ore that can be 
mined and profited at $35, under present labor costs and material 
costs, you are out of business. 

Mr. McCutiocu. Are you producing now ¢ 

Mr. Borven. Yes. 

Mr. Hosmer. Would it be to the advantage to have the gold in- 
creased ¢ 

Mr. Borven. Yes. Idaho-Maryland produced $113,000 in March, 
and it cost them $138,000. They took that loss in the month of March, 
a loss in the month of March, alone. 

Mr. Hosmer. Is there any particular advantage to the general 
economy in having the gold production in the United States increased ? 

Mr. borven. Definitely, sir. 

Mr. Hosmer. What is that? 

Mr. Borpen. Well, you are leading into a broad international prob- 
lem that I would like to write a book on. But it is clearly evident 
to me that to have this discrimination against the producers of gold in 
the United States and allow somebody that is producing gold down 
in Nicaragua, at a mine that I used to operate, sell theirs in the world 
market—there is something wrong with that. 

Mr. Hosmer. I am talking about, let’s say, the consumers of the 
United States of America as a group. What advantage would it be 
to them ? 
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Mr. Borpen. Let me get one of the gold experts and economists to 
answer that. I don’t want to go on record of shooting off my mouth 
on that. Mr. Bechhold, would you get up and tell them ? 

Mr. Rreutman. Would you identify yourself for the record, please, 
sir ¢ 

Mr. Becunotp. My name is Siegfried Bechhold. I am also con- 
nected with Idaho-Maryland Mining Corp. If somebody is trying to 
explain gold, I don’t think anybody can. But I think gold is very im- 
portant to the economy of any country, because without gold you 
can’t do anything in international trade, unless you barter, and there 
is a limit to barter. For instance, a farmer grows wheat. He spends 
a dollar to grow that wheat, or corn, or anything. That dollar’s worth 
of production is going to be consumed. It disappears. But if you 
mine a dollar’s worth of gold, it stays; it is permanent; it remains; 
it is part of the wealth of your country. 

If you look back in our Congress, in your Congressional Library, 
you will find that in 1867 the importance of gold at that time is just 
as important today. You have the most beautiful things there of men 
who have started gold mining in this country, in this State. That is 
the most beautiful thing to read. I don’t know if they were smarter 
than we are today; but, if we have to ask today the question of what 
does gold mean to the economy of this country, then I say these men 
were much smarter than we are, because they knew and it was there. 
But no one takes the trouble to read these things because it is too far 
back. There is France and all the other countries. Why do they want 
gold? Because only with gold are they in a position to buy things 
which they need. Without gold they have nothing. They must have 
gold because gold is the only metal which is scarce enough to be ap- 
plied as a measurement for currencies. That has been going on since 
we remember it, ever since we know, ever since history began. Gold, 
gold; there is always gold. There is no substitute. 

Mr. Borpen. I think the answer is that the people do not trust the 
right of their governors or their administrators to start the printing 
presses running in their country. You can have faith in everything 
but the gold, but that is why it is being hoarded, all over the world. 
And the hoarding is tremendous, I understand. 

Mr. Hosmer. Your suggestions here have nothing to do with the 
gold to be used for monetary purposes. What you want to do is al- 
low an open gold market to exist, and under which conditions, prob- 
ably, the Government wouldn’t acquire any gold at all. It has a fixed 
price at $35, and you would probably have an open market at a good 
deal more. 

Mr. Borpen. Mr. Congressman, I have tried to make it clear in this 
statement that I recognize that, when you ask for an increase in the 
price of gold, you are running into tremendous impacts of clashing 
interests of international affairs and international finance, under the 
monetary deals. 

You are running smack into that. I don’t make the proposal here 
that we go into that question. All I am saying here is that in fairness 
to the domestic miners, the processers of jewelry, of gold in your teeth, 
or in the industrial arts or anywhere else, should not be entitled to 
reap a profit between what the consumers’ price will stand, what the 
trade will bear, at the expense of the domestic gold miner. 
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Mr. Hosmer. May I say this that it is probably a logical and true 
statement that when we are (talking about gold and possibly silver we 
are talking about a greatly different proposition from the economic 
standpoint than w hen we talk about these other metals, manganese 
and so forth, that are used directly in industrial production itself 
as distinguished from the monetary unit. 

Mr. Borven. Yes, sir. 

Mr. Rreutman. Could I ask this question: If we had a free market, 
do you anticipate that people you have been referring to, the dentist 
and the processors of jewelry and so forth, for them the price of gold 
probably wouldn’t go up in the open market, but what would happen 
to the end product. Do you have any idea that they would constantly 
raise that end price? 

Mr. Borpen. That they would pass that to the consumer in the fill- 
ings in your teeth? I don’t know, sir. I don’t know how that would 
work out. 

Mr. Riruiman. You referred to the fact that they kept the price 
up as high as the traffic would bear with respect to those items in which 
gold is being used, and they were the ones that were really and truly 
deriving the benefit from it; whereas the miner, he just can’t operate 
profitably at the price you are deriving today. What did it cost you 
to keep this mine closed down ? 

Mr. Borpen. The chairman of the Idaho-Maryland, in its suit 
against the Government is what ? 

Mr. Brecuuorp. $5,021,000. It costs us $144 million to reopen our 
mine. At the present time it costs us a quarter of a million dollars 
a year in losses, and we are mining very carefully. You cannot 
produce, today, gold. Everything has increased and gold hasn't. 
In 1933 the price was the same as today, but everything has increased. 
You just can’t operate. And at the same time we can’t afford to 
close, because we haven’t got the money to reopen. So we have to 
keep on going. It is a terrible situation. It is like that fellow in 
New York who puts on shows all the time, and he tells his friends, “I 
am losing money on every show.” And his friend says “Why do you 
do it?” “He says, “Well, I have to live.’ 

Mr. Borven. Mr. Chairman, may I offer this suggestion ? That 
you grant me the privilege of working in cooperation with the gold 
associations here in San Francisco to file a supplemental statement on 
the questions you have asked ? 

Mr. Rrenuman. Yes, sir; we would deeply appreciate it. 

Mr. Borpen. And what would be the benefactions, and this is the 
specific question we will try to answer, what benefactions will pertain 
to the American citizen from the proposal I have made in this state- 
ment ? 

Mr. RrentMan. We would deeply appreciate that, sir, and I think 
that will clarify the whole situation for us. 

Mr. Borven. Now the last paper, and I will be very brief with this. 
I will summarize this statement on taxation. 

As I said before, this paper is an excerpt from an article which I 
presented to the American Institute of Mining Engineers, and it is 
already in the Congressional Record. So I will only read the head- 
lines of this paper. I think the introduction I ought to read because 
it is a matter of which the primary import is important in my mind. 
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Every legislator, whether serving in the Federal or State Congress, 
has among many other duties two conflicting duties. On the one hand, 
there is the obligation to impose nondiscriminatory tax burdens on 
our mineral resources; on the other hand there is the obligation to en 
courage, stimulate and even in certain instances subsidize explora- 
tion, development, and production. The performance of each task 
contravenes the obligations to perform the other task. Where is there 
a satisfactory compromise / 

This is the crux of our problem. There are broad differences of 
opinion. The answers should not be derived by guesswork nor from 
pure political considerations. ‘The answers should be distilled out of 
a knowledge of the profound complex factors involved. 

Bear in mind that there are only a few of our lawmakers who have 
had the opportunity to learn how men prospect and explore ; how they 
meet with disappointments; how infrequently they hit the jackpot. 
Only a few of these lawmakers know about the impact of tax increases 
on our mineral resources. Nevertheless it is their tax votes that spell 
prosperity or depression for the mineral producer; it is their tax votes 
which can change prosperous mining communities into ghost towns 
or vice versa. 

Although many of our legislators have had no experience in the 
business of finding, developing and producing our fuels and our basic 
natural raw materials from the earth, the presumption seems sound 
that they are curious and interested in these activities; that they wel- 
come instruction, especially from qualified ex perts when given in 
good faith and with the intent to promote justice and equality for 
all of our people. 

What every tax lawmaker should know, general principles: 

(1) The magnitude of our mineral resources vary inversely with 
the magnitude of the taxes levied upon them. 

In each of these headlines I have made a short explanation which 
[ will skip at this time. 

(2) Many additional levies on our mineral resources have affected 
net losses in revenue to the Government which imposed them. 

(3) Tax increases on our mineral resources reduce the number of 
discoveries of new mineral resources. 

(4) Every discovery of a new mineral resource creates new sources 
of revenue for the use for the Federal and State Governments, new 
sources of employment new stimulants to trade, new sources of funds 
for more exploratory ventures, and new barriers against poverty and 
foreign aggression. 

(5) As additional taxes dry up the source of taxes, more taxes are 
imposed to meet thte deficit. The merry-go-round of depression is 
accelerated and the geese that lay the golden, silver, copper, lead, zine, 
and the other metallic and nonmetallic eggs die. 

Mr. Borven. I would like to ask the privilege to put in a paper, 
first, a supplemental paper, on the justification of the percentage de- 
pletion and deductions allowed in the income tax law by section 114 
(b) of the Internal Revenue Code. 

Second, I would like to put in a second paper on the inequity of 
the limitations on net operating loss deductions carrybacks, and carry- 
forwards, as is imposed by section 122 (d) of the Internal Revenue 


Code. 





PROBLEMS IN THE METAL-MINING INDUSTRY 195 


Third, I would like to put in the paper to show how our income- 
tax laws effect a terrible inequity or injustice against the recipient of 
dividends from mining companies. 

There will be just one brief statement on that point that I will ex- 
pound on later. If you own stock in a mining company, and you 
receive dividends from it, if that mining company has an earned sur- 
plus, and that dividend is paid out of the earned surplus of that mining 
company, every dollar of dividends during the life of that mine comes 
to you as remuneration as distinguished from any part of it being 
extanipiishanet of your cost. It comes to you as a remuneration and 

taxable 100 cents on the dividend that is distributed to you if it is 
earned out of surplus. 

Let’s take the situation where there is a mining company that has 
earned surplus, and it has an earned surplus until it mines every ton 
of its ore. You buy stock in that mine on the open market, let’s say 
for $35, and you get a dividend every year as they make money. But 
you have to pay an income tax on every cent of that dividend that 
you get. You never get one cent of it ‘back as your rede mption of 
your $35, unless they pay it out of depletion reserves. I am assuming 
that they pay it out of earned surplus, which is the general case. 

Now you come to the life of the mine and they mine the last ton of 
ore in the mine, and they pay their last cent of earned surplus out to 
you. Now, what have you? You paid an income tax, you have $35 

capital in your stock, and you look to a liquidation dividend or to the 
alamdcebiest of the property, and the liquidation dividend will pay 
you very, very little. You have a long-term capital net loss subject 
to the limitations on long-term « capits al losses to the end that you 
never get any tax benefit out of it. There is very small tax benefit, 
unless you have similar long-term capital gains. So it is an inequity. 

Cc anada gives a depletion deduction against dividends received from 
mining companies. I would like to expound on that in a supple- 
mental paper. 

Mr. Rrenitman. We appreciate it, and we will be glad to put it in 
the record, sir. 

Thank you very much, Mr. Borden. 

It has been suggested, Mr. Borden, that another subcommittee of 
our Small Business Committee is going to make a very thorough 
study of taxation and the effect of taxation on small business. When 
you send in this additional information, I would appreciate a copy 
of it going to Congressman Brown, who is chairman of that subecom- 
mittee. I think it would be very helpful to him in his activities and 
their study. 

Mr. Hrnron. On that line, I might also suggest that he could show 
the impact of this on the small miner, the little fellow. It might be 
helpfu to that committee, 

(The following supplements Mr. Borden’s statement :) 


MINING TAXATION—ADDITIONAL STATEMENT BY GRANVILLE S. BorpDEN, SPECTAL 
Tax COUNSEL, STANDARD O11 Co. oF CALIFORNIA, SAN FRANCISCO, CAILPF. 


Many complaints have been filed by mine prospectors, explorers, and producers 
about inequities in mining taxation. They have insisted upon improvement, 
and in the past 35 years there has been some progress. Many of the best taxation 
provisions made to date are those contained in the Revenue Act of 1951. 

Mining economics present special problems, a fact even recognized by many 
textbooks. Certain provisions have been made to take care of mining taxation 





196 PROBLEMS IN THE METAL-MINING INDUSTRY 


rights, but these have been made by congressional act and do not represent basic, 
constitutional, guaranties, Despite special provision, in the form of depletion 
allowances, there remain injustices. The industry faces the problem of gain- 
ing adequate income tax allowances for exploration and development expendi- 
tures, operating losses, and bonus and subsidy payments. 

Problems in mine taxation arose soon after the adoption of the 16th amend- 
ment. This amendment gave Congress the power to impose income taxes. Su- 
preme Court decisions against a number of mining companies held that Congress, 
under its power to tax income, could tax net operating revenue before depletion 
allowance was deducted. The Court also ruled that the right to deduct depletion 
is a matter of congressional permission. 

There is no statute provision permitting mining stockholders to recover their 
investment out of dividends while the mine is being operated. The Supreme 
Court did not recognize that part of mining proceeds are actually amortization 
of the cost of mineral rights. Both these omissions stem from failure to recog- 
nize that by its very nature mining consumes its mineral rights and therefore 
that a part of gross proceeds are not income but recovery of capital. 

Suppose a Congress unfriendly to mining interests repeals the provisions that 
allow deductions for depletion. Under such a situation assume that a corpora- 
tion buys a mineral deposit for $300,000. They mine the deposit and earn an 
operating profit of $500,000. At the current rates they would pay a Federal in- 
come tax of in excess of $250,000. This venture results in a loss of $50,000 as 
shown in the table below. For the example given the absence of depletion provi- 
sions in income-tax law would turn ore into waste rock, because the word “ore” 
connotes commercially mineable rock. 


Example of mining operation without depletion allowance 


Income | Expense 
| 


Purchase price os Ge besas a As , ; , | $300, 000 

Operating profit. .__. at phethé 5 aia $500, 000 —_ 

Income tax (without depletion allowance). . “ ‘ . 250, 000 
GBS Be RS SC : pales hg ; 500, 000 | 550, 000 
Net loss : Ss | 50, 000 


In retrospect the conclusion is clear: If the Supreme Court had recognized that 
a part of mining proceeds represent in reality sales proceeds of mineral rights, 
then profits derived from such sales would have been taxed at the favorable long- 
term capital rates, instead of being taxed at the high normal, surtax, and excess 
profits rates. 

It is a question whether percentage depletion allowances offset this tax 
situation. 


HISTORY 


The history of depletion allowances has been one of general improvement. 
The original act did not include depletion, but an allowance at the rate of 5 per- 
cent of gross proceeds was provided in 1913. The acts of 1916 and 1917 allowed 
depletion upon cost of property, and in 1918 the law was further changed to 
permit depletion upen cost, or market value as of date of discovery. 

In 1932 metal, coal, and sulfur properties were permitted to elect depletion in 
percentages of gross income, limited to 50 percent of net income, in lieu of cost 
depletion. Shortly thereafter the rule was changed and percentage depletion 
is now allowable in any case where it is higher than cost depletion. 

Since 1942 percentage depletion allowances have been extended to cover many 
nonmetals, and in 1951 the rate for coal mines was increased from 5 to 10 percent 
of gross income, It is interesting to note that these allowances have been re- 
tained, and even extended, over the past two decades despite attacks upon the 
provisions by the President and high-ranking Treasury officials. 


EXPLORATION AND DEVELOPMENT 


For many years, the Bureau has prescribed through its regulations that “all 
expenditures in excess of net receipts from minerals sold shall be charged to 
capital account recoverable through depietion while the mine is in the develop- 
ment stage,” and “the mine will have passed from development to a producing 
status when the major portion of mineral production is obtained from workings 
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other than those open for the purpose of development, or when the principal 
activity of the mine becomes the production of developed ore rather than the 
development of additional ores for mining.” 

These rules were not stimulating to mining. Development and exploration 
expenditures incurred prior to production could not be deducted from income 
from other properties and these capitalized expenditures were classified as 
“capital recoverable through depletion.” 

By classifying exploration and development expenses as depletable rather than 
depreciable items, or deferred charges, the allowances for percentage depletion 
were substantially diminished. In most cases depletion allowable on cost, even 
with the addition of capitalized items, is still less than that allowable by per- 
centage of income. 

Arguments can be presented against this classification of development and 
related expenditures. The word “deplete” as used in income-tax law connotes 
the exhaustion of a wasting natural resource through exploitation, not the loss 
of the useful value of capital invested in haulageways, adits, shafts, and drifts. 
These are similar to transportation facilities and should be depreciable, not 
depletable assets. 

The validity of regulations classifying development expenditures for oil and 
gas wells has been challenged before the Supreme Court. Taxpayers claimed 
that holes in the ground used to conduct oil to the surface are like a pipeline and 
as such are “depreciable,” not “depletable” assets. The Supreme Court did not 
rule on this question; they sustained the regulations under a rule of statutory 
construction that any reenactment of a statute-without change constitutes tacit 
congressional sanction of all existing regulations of the prior statute. 


NEW INCENTIVES 


In 1951 Congress provided new incentives for mining by amending the Internal 
Revenue Code to improve deductions for development and exploration expendi- 
tures. The first change allows deduction of development expenditures, and the 
second change allows deduction of exploration expenditures up to $75,000. 
Under both provisions the taxpayer can elect to treat the expenditures as de- 
ferred charges deductible on a ratable basis. 

The option to deduct expenditures currently or to defer the expenditures, and 
the right to keep the deferred charges out of the “depletable” category are im- 
portant improvements. However, it should be borne in mind that the new laws 
apply only to expenditures incurred after January 1, 1951, and do nothing 
to change the rule for recovering adjusted bases for depletion or deferred charges 
for prior expenditures, 


LOSS OF CAPITALIZED EXPENDITURES 


In the past the Bureau ruled that abandonment or sale of the property upon 
which the work had been performed was prerequisite to deduction of capitalized 
exploration or development costs. The Bureau assumed that capitalized explo- 
ration and development were additional costs of mineral rights; that they were 
not separate assets. As they became embedded in the cost of mineral rights 
losses could not be taken even when facts indicated exploration and develop- 
ment knowledge to be worthless. The deduction must be deferred until the 
mineral rights are abandoned or sold. 

There is some authority for the statement that the Bureau has modified this 
rule so that deductions can be taken from income of the year in which the tax- 
payer can prove the knowledge acquired from the exploratory work became 
worthless, even if title to the mineral rights is retained. 


IMPROVED RULINGS 


The Bureau of Internal Revenue minimized benefits flowing to taxpayers from 
percentage depletion by various rulings. Three of these regulations should be 
mentioned as having been corrected. Congress improved the definition of gross 
income, used in determining percentage depletion allowances, by including specific 
processes as part of mining. 

The original formula allocating aggregate costs and profits between mining 
and metallurgical or other processes eliminated from mining profits substantial 
amounts emanating from fortuitous discoveries. The regulations requiring al- 
location on the basis of relative costs have now been amended to permit tax- 
payers to use more reasonable methods. 
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Earlier regulations excluded mine to plant transportation costs and profits 
from determination of gross income. Congress has since provided that trans 
portation up to 50 miles, or longer hauls where shown necessary, must now be 
included in determination of gross income from property. 


EXCESS OUTPUT AND EXCESS-PROFITS TAX 


To provide critical and strategic minerals for World War II producers were 
urged to accelerate production rates. Compliance would cost the producers ex 
cess-profits taxes which would not accrue if the deposits were mined at normal 
rates. To provide relief net income above that which would have been realized 
at normal output was exempted from excess-profits tax, the proportion freed 
varying inversely with mine reserves. 

For example a taxpayer with unlimited reserves would suffer no hardship from 
any acceleration of output. Not withstanding this concept, the law allowed 
a deduction of 50 percent of the net income from excess output in the case of 
coal and iron mines. The excess profits act of 1950 extended these World War II 
provisions, and the 50-percent rule, which had applied only to coal and iron, was 
extended to cover metal mines. 

Under the excess-profits-tax laws of World War II, coal and iron mines which 
had no base period experience, because the mines were new or reactivated, were 
entitled to deduct one-sixth of total net income in determining excess-profits tax. 
In the act of 1950 this exemption was increased from one-sixth to one-third and 
the metal mines were given the same coverage. 


REDEMPTION OF CAPITAL 


Mining stockholders are’ denied the right to redeem their investment from 
dividends as the mines are being depleted. Under the law all corporate 
distributions are ordinary taxable income so long as the corporations earnings 
and profits exceed the amount distributed. As a consequence stockholders gen- 
erally receive no redemption of the cost of their shares until the mineral deposits 
of the company are depleted and assets are being liquidated. Thus the share 
holders are forced to take long-term capital losses subject to severe restrictions 
As a general rule, such long-term losses give little if any tax benefit to the 
shareholders. 

SUGGESTED IMPROVEMENTS 


Suggestions for improvement represent unfinished tasks. In addition to these 
tasks there is the incessant job of maintaining the improvements in tax struc 
ture which contribute to a more healthful atmosphere for the mining industry. 
A proposal for specific agenda follows: 

1. Strive to maintain depletion allowances based upon income percentge. In 
specific cases where the situation is still unfair, strive to procure more equitable 
rates. This involves the instruction of law makers and the public about facts 
which justify the allowances—the capital gain point—the facts about the crea- 
tion of new national wealth and income through discoveries—that the number 
of discoveries varies with the amount of exploratory work—that percentage 
depletion allowances tend to increase exploration activities. 

2. (a) The removal of the $75,000 limitations on annual exploration deduc 
tions and the 4-year limitation. 

(b) The procurement from the Bureau of fair and equitable regulations and 
rulings pertaining to the new exploration and development provisions. 

(c) The adoption of regulations or statutes which will convert the adjusted 
basis as of January 1, 1951, of capitalized exploration and development costs 
into deferred charges extinguishable at rates commensurate with exhaustion of 
mineral deposits served. 

3. Procure clearer and more dignified rulings which will permit, without any 
question, deductions for loss of useful value of capitalized exploratory and 
development expenditures from income of the years when these capital items 
lose their utility. 

4. Procure amendments, having retroactive application, which will allow de 
duction for carryforward and carryback operating losses without reductiion for 
the excess of percentage depletion over cost depletion of the years to which the 
deductions are carried. 

5. (a) Strive to maintain the improvements and rulings related to the deter- 
mination of gross income from the property—the inclusion of the several proc- 
esses—the allocation formula—the transportation inclusion. 
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(b) Strive for amendments of all percentage depletion rulings which appear 
unfair. 

6. (@)Strive to retain the law relating to exempt income for excess output 

(6) Strive for clarifying and simplifying amendments to the complex, con 
fusing, regulations. 

7. Procure satisfactory rulings pertaining to allowances of exemptions for 
bonus and subsidy payments, particularly as to amounts received under procure 
ment contracts and irrdeemable loans. 

8. Procure laws which will permit mining stockholders to amortize their 
investments out of corporate distributions while the minerals are being exploited 


OPINIONS OF EXPERTS 


Executives of 21 of the large metal mining companies gave the author their 
opinions on certain specific points pertaining to the subject matter of this paper 
The results of this poll are: 

Question. Should appreciation realized from conversion of mineral deposits 
into money through ordinary mining operations be taxed at capital gain rates? 

Answer. Thirteen—yes, on a technical and equitable basis, but not on a prac 
tical basis. They believed that the point should be used to justify and defend 
the merits of percentage depletion allowances. 

Six—-yes, without qualification. 

Two—no, “percentage depletion is adequate.” 

Question. As a general rule, do percentage depletion allowances fully com 
pensate for taxing such realized appreciation as ordinary income subject to 
the normal tax, the surtax, and the excess profits tax, instead of at long-term 
capital gain rates? 

Answer. Nine—no. 

Two—yes. 

Five—‘it would depend on the facts in each case.” 

Five—“no opinion.” 

Question. As discoveries of unknown natural deposits create new sources of 
taxation, and as the allowances of depletion based upon a percentage of income 
create incentives and provide cash reserves for exploration, is it your opinion 
that the allowances of percentage depletion as deductions from gross income 
have, over the years, resulted in a net diminution or a net increase in the flow 
of revenue into the United States Treasury? 

Answer. Nineteen—*‘believed there had been a net increase in the revenue to 
the United States.” 

Two—*“there had been a net decrease. 

Question. Have the numerous attacks, starting in 1935 by the Administration, 
on the percentage depletion provisions deterred exploration activities? 

Answer. Fifteen—yes. 

Three—no. 

Three—‘no comment.” 

Question. Has the new tax legislation in the Revenue Act of 1951, pertain 
ing to the treatment of exploratory and development expenditures, stimulated 
und accelerated explorations? 

Answer. Twenty—yes. 

One—"“it is too early to forecast.” 

Question. Has this new legislation had any impact upon the policies of your 
companies which govern appropriations for explorations and/or developments? 

Answer. Sixteen—yes. 

One—no. 

One—“‘it is too early to make a statement.” 

Three—‘‘no comment.” 

Question. Would you regard favorably and sponsor efforts by a committee 
representing taxpayers (possibly the tax committee of American Mining Con 
gress) to procure, through every available legal procedure, regulations which 
would construe doubtful questions in the new legislation fairly and reasonably? 
(In this connection, bear in mind the statement of President Truman in his 
address to Congress on the State of the Union on January 9, 1952, in which 
he stated that: “We are going to encourage exploration for new mineral 
deposits.” ) 

Answer. Twenty—yes, fourteen specifically commending the tax committee 
of American Mining Congress. One—‘‘no comment.” 


84376—53——14 
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IDAHO MARYLAND MINES CoOrpP., 
San Francisco, Calif., April 30, 1953. 


To: Select Committee on Small Business of the House of Representatives of the 
3d Congress of the United States of America. 

From: Sigfried Bechhold, Idaho Maryland Mines Corp. 

Subject: Gold 

At the hearings before the sub-committee (Congressmen Riehlman, McCulloch, 
and Hosmer) in San Francisco on April 25, 1953, in the course of the presentation 
of a paper entitled “A Proposal for Relief of the Domestic Gold Miner,” by Gran- 
ville 8S. Borden, Congressman Hosmer asked Mr. Borden a question which in effect 
solicited information on the benefits accruing to America from any increase in the 
production of gold from the mines within the boundaries of the United States 
or its territories. Mr, Borden requested permission to file a supplementary state- 
ment on this matter and has requested the undersigned to submit to the com 
mittee this supplemental statement relevant to the question. 

On this authority the following is respectfully submitted for your considera 
tion; 

Throughout the West, ages ago, the Almighty God built stronger vaults in His 
granite banks than we have in Fort Knox. He filled His vaults with gold, silver, 
coppel, and many other metallic elements. He has broadcast to certain prospec 
tors knowledge which has guided them to the doors of some of these vaults 
which He has constructed. Acting on the basis of the information received from 
these broadcasts, from station GOD, some prospectors with drills, dynamite, and 
mucking tools, have broken the combination of these locks and entered into these 
hordes of gold. This activity is not a crime but a virtue which inures to the bene- 
fit of every citizen in the United States. 

But for Him, the promissory notes of this country would be like the currency of 
1857. But for Him this Government of ours would be bankrupt. These mineral 
deposits are analogous to a crop which is already ripe and ready to be harvested. 
Every ounce of gold which is discovered processed, and produced constitutes a 
permanent contribution to the wealth of our Nation. It forms a basis for credit 
upon which the country can import wealth far in excess of the gold reserves. 
It augments the faith of our citizens in the stability and integrity of our Gov- 
ernment. It dilutes the apprehension that our printing presses will manufacture 
worthless currencies. 

Wealth gathered from the mines immortalized King Solomon. Mining has 
contributed most substantially to the production of an America which is the 
richest Nation in the world. Show me a country without mines and I will show 
you a poverty-stricken community of indefensible individuals. Without mining, 
we would not have a frying pan, a spoon, a safety pin, an automobile, a tank, an 
airplane, a gun, or a monetary circulation medium. If you devastate this activ- 
ity you will set civilization back to the Dark Ages. Notwithstanding this fact, 
gold mining in America is rapidly being devastated because of an unrealistic, 
unsound, uneconomic price of gold established and maintained for 20 years from 
1933 to date. 

On information and belief the present administration intends to remove this 
hazard of chaos and the mining industry, I am sure, has confidence in their pres- 
ent leadership to cure this disability which may lead to our demise. 

The future prosperity of our country depends on our ability to maintain a 
healthful economic climate at our mines. Every discovery of a new mineral de- 
posit contributes to the forces fighting aggression, inflation, and depression. It 
adds new sources of revenue from taxation, gainful employment and prosperous 
trade, 

Idaho Maryland Mines Corp. in 1952 produced $1,394,314.77 in gold bullion, but 
to remove this gold from mother earth it cost the stockholders $1,633,279.93 so 
that they sustained a net loss of $238,965.16. The payroll for the year approxi- 
mated $1 million. The power bill for the year was $130,000. Without this opera- 
tion the community of Grass Valley would become a ghosttown. 

There are 2,500 stockholders living in all parts of the United States. Because 
of infiation and other restraints upon the operation of the mine no dividends 
have been paid for 12 years, Gold production has been reduced by 70 percent 
since 1940. In the past the mine has yielded nearly $80 million in gold. There 
is in reserve many millions of dollars of ore—if ore is defined as a commercial- 
bearing rock containing gold which can be mined and processed at a profit. 
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The company is prohibited from selling its products on the open market to indus- 
trial users in the arts and sciences notwithstanding the fact that the purchases 
from the United States Treasury at $35 an ounce of gold by these industrial users 
exceeds the domestic production of gold in the United States. Obviously, the law 
which restrains the producers from selling at a price which the gold could com- 
mand tends to impoverish this industry, close down its operating properties, make 
ghosttowns out of thriving communities, restrict the explorations for new de- 
posits and retard the wheels of this indispensable industry. 


A ProposaL FoR RELIEF oF THE Domestic Gotp MINER 


The gold miners have been practically put out of business by the current 
national policy with regard to gold. 

With ownership of gold virtually forbidden except in very limited forms, and 
with producers required to sell their gold to the Treasury at $35 per ounce 
a price unchanged for the past 19 years—and with cost of labor and supplies 
in depreciated paper dollars steadily mounting, profits from most small gold 
mines have been completely wiped out. The few mines which are operating 
are sustaining heavy operating losses and depleting their mines of gold-bearing 
rock which in normal times would be commercial ore. 

Ultimate correction of the situation will require restoration of the gold stand- 
ard with a dollar convertible into gold at a price that per se will be neither 
deflationary or inflationary. What price should be selected may be highly 
controversial as far as the experts are concerned; but the depreciation of the 
dollar since 1934 is painfully obvious. If referred to gold as the stable base 
during this period the dollar is clearly worth less—or putting it the other way 
the price of gold that would reflect its buying power in the free market has 
risen to some level higher than $35 per ounce. 

In the meantime the situation of the gold miners is becoming more and more 
painful. The gold producers have pleaded with Congress upon many occasions 
to cure this inequity by raising the statutory price of gold or by creating a free 
market for gold. 

Every attempt to procure relief through these means has gone down to defeat 
why? Obviously a change in the statutory price of gold generates clashes of 
interest in broad problems in the fields of international finance, international 
exchanges and currencies, international monetary agreements, tariffs, ete. 

The gold miners have been told that the cure proposed for their troubles 
involves too much trouble in world affairs. “You gold miners, although we are 
sympathetic, are talking in terms of a percentage of a production of $50 million 
annually. <A change in the price of gold would involve billions. To cure a slight 
injury to the body of our national economy we cannot risk a permanent dis 
ability to the whole body. Of course this argument is not founded on sound 
premises from the gold miner’s viewpoint because he believes the remedy which 
would cure him would not be detrimental but very beneficial to all Americans. 

But this is where the problems is stalemated—and in the meantime our gold 
miners are out of business—their mines are being flooded and the timbers rotting, 
and the walls in underground excavations are caving. 

To give some measure of relief without modifying present monetary policies 
at the moment and without providing an unfair or special subsidy to the industry, 
we urge: 

(1) That the present restrictions on ownership of gold by American citizens 
be removed ; and 

(2) That the Treasury cease selling gold to the arts, industries, and professions 
at $35 per ounce—but otherwise leave unchanged its policies with regard to gold. 

This action would effectively terminate the extremely unfair situation whereby 
the industrial users of gold are actually subsidized by the Treasury at the ex- 
pense of the gold mines. Under the proper arrangements, industrial users would 
buy their gold on the free open market at whatever price was determined by 
the available supply and demand. 

It is noteworthy that the consumption of gold in the United States for so-called 
industrial needs since the war has exceeded the total output of its domestic mines 
by $205 million. 
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‘The hour is 12: 05, but we would like to get the next witness who is 
scheduled for the mor ning program, so that we inay be able to con- 
clude sometime this afternoon. With the permission of my staff, my 
colleagues and staff, we will hear A. L. Bartell. 


STATEMENT OF A. L. BARTELL, MANAGING ENGINEER, RAW 
MATERIALS SURVEY, PORTLAND, OREG. 


Mr. Barret... I am A. L. Bartell, managing engineer for the Raw 
Materials Survey in Portland, Oreg. I ama registered mining engi- 
neer in the State of Oregon. 

‘The raw materials survey that I represent is a nonprofit corporation 
financed by industry in the lower Columbia River Basin and we are 
dedicated to the industrial government of the area. Our only interest 
in the subject of public lands is seeing to it that the mineral products 
that are the necessary base for our industries are well taken care of. 
We would like to see, also, harmonious development of the mining 
industry with the timber industry and the other natural resources 
base industries. 

In view of the time limitations, I would like to highlight just enough 
of this paper to stimulate your questions, if you please. 

Mr. Rrenitman. Would you care to have the whole statement in the 
record and then you just highlight certain portions of it ? 

Mr. Barrety. If you please. 

Mr. RreniMan. With the permission of the committee, that will be 


done. 
(Mr. Bartell’s prepared statement follows :) 


PROPAGANDA VERSUS [’uBLIC INTEREST IN A SOUND Puspiic LANps Po icy 


Statement of A. O. Bartell, managing engineer, Raw Materials Survey, 
Portland, Oreg. 


INTRODUCTION 


“They're stealing your land,” “You're being robbed,” “Plunder in our national) 
forest,” “The big land grab.” Sensational headlines such as these have been 
heading articles in such magazines as American Forests, Field and Stream, the 
Kiwanis magazine, and most recently Collier's. They are the work of one Cleve 
land Van Dresser, a staff writer of the Palm Beach (Fla.) Post-Times who ad- 
mitted total knowledge on the workings of our mineral land laws was obtained 
by “a 20,000-mile survey trip throughout the western part of the United States.” 
Mr. Van Dresser has proven himself a fecund and skilled propagandist who 
was of the opinion that the mining laws had to be changed. With this pre- 
conceived conclusion, he made a biased investigation of the facts and tailored 
them to achieve the desired reaction. 

Starting with the regime of ex-Secretary of the Interior Ickes, the Bureau of 
Land Management supported by the United States Forest Service has had an 
organized campaign to remove wineral lands from entry under our mining laws 
and into a leasing or “permittee” system. Mr. Van Dresser’s writings and photo 
graphs have been lifted bodily from the plethora of propaganda issued by the 
Bureau of Land Management and the Forest Service in support of this campaign 

The organization I represent, the Raw Materials Survey, is financed by private 
industry and is dedicated to the industrial growth of the lower Columbia River 
Basin. We have made a considerable investigation of the alleged land grabs in 
Oregon. It is our conclusion that the Bureau of Land Management’s and the 
Forest Service’s campaign is prompting discord among the natural resource based 
industries, and that the removal of mineral lands development from the juris 
diction of the courts and into a bureau-designed permittee system is inimical to 
the best interests of our industrial development. To summarize our findings in 
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1 sentence, we found that mining claim “land grabs” in Oregon had been greatly 
overplayed, misleadingly presented, and that mining law abuses were well within 
the power of the Bureau of Land Management to prosecute 


THE CASE OF THE 60-THOUSAND ACRE TIMBER GRAB 


Two years ago, the citizens of Oregon were startled by the front page headline 
in our morning Oregonian, “Timber Grabbed in Mass Filing of Mining Claims.” 
Chis front page story went on to say, “Thousands of acres in Oregon and Wash- 
ington are being grabbed as mining claims under laws dating back to 1872,” and 
that “The staking of suprious claims has been given impetus by a report of the 
Cottage Grove area where a miner sold timber on his claim for more than $120,- 
000,” and “In all the national forests, thousands of mineral claims have been 
proved up for patents and then used primarily for summer homes, tourist 
camps, resort sites.” You can imagine the furor this caused. County commis- 
sioners petitioned our Congressmen that the mining laws be revised because 
they feared that the counties’ share of timber revenues from the publie domain 
would be lost, since unscrupulous individuals were apparently able, under the 
mining laws, to grab up huge areas for their private benefit. A State senator 
denounced the mining laws and called the situation “An outrageous timber steal 
A county judge in the timbered area publicly demanded a separation of mining 
and surface resources. Newspapers editorially took up the hue and ery. 

The directors of the Raw Materials Survey believe that orderly harvesting 
of the area’s timber resources is essential to industrial development, but they 
are also fully aware that one of the vital links in the growth of the area’s economy 
is a mining industry capable of supplying our industrial needs. Therefore, they 
delegated me to ascertain the facts concerning this headline-producing situation 
You will be interested in the following: 

(1) Whether or not the “timber grab” actually covered 90 square miles as the 
newspapers stated, I am not sure, but it was quite true that a very large acreage 
of some of Oregon’s most valuable timber lands in the Crater Lake area had been 
staked and held as association placer claims. This, at a time when the loggers 
are bidding as high as $46 a thousand board-feet for stumpage—not for lumber 
mind you. This bid is for the tree in the woods—bark, twigs, and all. A con- 
servative estimate has placed the timber value of this parcel involved at over 
$30 million. Oddly enough the man heading this association is a lumberman 
who owns a sawmill. He publicly claimed that he was interested only in the 
mineral possibilities, but that he “would sell the timber also.” The location 
work had been done by using a bulldozer to dig pits at the center of each square 
mile—thus “locating” four 160-acre claims at once. 

(2) Our investigation of the events concerning the report from the Cottage 
Grove area where the miner had been selling timber from his claim at a hand- 
some profit, some very interesting facts were brought out. It was found that 19 
claims were involved, but that these claims were patented and all of them had 
been patented before 1910 when timber in that district had no sale value whatso- 
ever. Asa matter of county court record, two groups of claims, which accounted 
for more than half the timber involved in the sale, had been disposed of at tax 
sales by the Lane County commissioners for $287 in 1942 and 1945. What was 
even more startling, one of the Lane County commissioners who had signed the 
deed for the sale of these valuable claims for a paltry $287 is the same one who is 
now petitioning our Congressman, pleading changes in the mining laws on the 
ground that they allow timber thefts from public domain. 

(3) It was found that only ignorance of the facts or a dishonest motive could 
account for such a grossly misleading statement as the one that implied that 
cabins with patented mining claims were springing up all over in our national 
forests like toadstools in your front lawn. A check of the Oregon patent filings 
from 19380 to 1950 showed that there had been only 15 groups of claims patented 
in the last 20 years. This 20-year total amounts to 1,288 acres, less than .004 
of 1 percent of the total Government-held lands in Oregon. 

Going back to the 60,000-acre timber grab, as you in this audience know, not a 
single stick of timber can be sold from a mining claim unless a patent has been 
granted, and further, that in the case of placer Claims, nothing short of a proba- 
ble commercially valuable mine will suffice for a patent in a forest reserve. Of 
the acreage in question, it was the opinion of qualified geologists and mining 
engineers that it was hardly possible that a valid discovery could be made on a 
single claim in the area, and that although a little fine gold could be found in 
some places, a mineable quantity would not average more than two cents a yard. 
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When I reported this to the raw-materials survey board of directors, they unani 
mously passed a resolution urging that the administrative officers of the Depart- 
ment of the Interior initiate cancellation proceedings against the claimants, and 
demanding that the mining laws be conscientiously enforced so that the Pacific 
Northwest mining and lumbering industries could develop peaceably together. 
Other groups have also gone on record as soundly condemning the staking of 
these claims and demanding the Bureau of Land Management take appropriate 
adverse action. This was over 2 years ago but, according to a Bureau of Land 
Management spokesman, the Bureau still has a wait-and-see attitude. The 
mining industry charges that this outrageous abuse of the mining laws is being 
“wait-ed” and “see-ed” by the Bureau for the sole purpose of using the case for 
propaganda purposes. 


rHE GREAT HOTDOG STAND CONTROVERSY 


Recently the Bureau of Land Management and the Forest Service have made 
much ado about the construction of hotdog stands, filling stations and other 
business enterprises on mining claims, They have indicated that they are power- 
less to act on these cases. This is in direct opposition to the truth. There is 
ample court precedent to establish that although a valid mineral claim entitles 
the claimant to exclusive enjoyment of the surface as well as the minerals of the 
claim, this possessory right is granted only for the purpose of operating the claim 
as a mining venture. Hotels, stores, manufacturing or business enterprises, and 
structures not directly related to the mining operation are specifically pro- 
hibited by law (182 Fed. Rep. 678). In the face of this the Swan Island station 
of the Bureau of Land Management had the effrontery to publish a mimeo- 
graphed pamphlet for public distribution entitled “Mining Claim Locations Used 
for Purposes Other Than Mining.” One of the examples follows: 

“In T. 22 S., R. 17 E., B. M., on the shore of Magic Reservoir reported to be 
the best fishing spot in southern Idaho, a placer claim has been located to in 
clude three-fourth mile of the reservoir frontage. The locator has constructed 
2 substantial buildings; 1 a store for dispensing to the public fishing sup 
plies and gasoline, the other for sleeping quarters. Also on the claim, there are 
about 40 other cabins and trailers mounted on blocks. 

“Across the reservoir and situated on another placer claim, there is a lunch 
room and drink place. 

“There are no mining improvements on either one of these claims. It is 
obvious and, in fact, admitted by the locators that the locations were made be- 
cause action was speeded up and they could occupy the land immediately.” 

Bureau speakers propagandizing for changes in the mining laws, have used 
these cases as typical abuses of the public domain which are the result of 
loopholes in the mining laws, The conclusions are always the same: the Bureau 
is powerless or lacks the funds to act. It will be well to point out here that in 
years gone by when our governmental bureaus had relatively insignificant funds 
and personnel they were able to enforce the laws. In 1910 one Rizzinelli acquired 
a choice business site in the Coeur d’Alene district of Idaho by the simple ex- 
pedient of filing a mining claim. After completing the digging of a location 
hole and setting out stakes to satisfy the minimum requirements to establish 
his claim—he built a saloon thereon. The Federal land officers hailed Mr. 
Rizzinelli into court, and here is the finding as it appears in the statutes today: 

“It is unlawful for a locator to erect on his mining claim a saloon or other 
buildings or structures, without permit, that are in no way connected with 
mining or development of the claim as such.” 

The court further held that: 

“* * * the phrase ‘exclusive enjoyment’ means enjoyment of the surface for 
mining purposes alone, and hence the location of a mining claim within a forest 
reserve did not operate to withdraw the land embraced therein from the Secre- 
tary of Agriculture, nor give to locators having acquired a possessory interest 
only any authority to use the surface for the erection and maintenance of a 
saloon without a permit from the Secretary of Agriculture’ (U. S. v. Rizinelli, 
182 Fed. Rep. 675). 

Does our Bureau of Land Management ned the law spelled out any clearer than 
this? 

WHY HAVEN’T THE MINING LAWS BEEN ENFORCED? 
If enforcement is the answer to these much publicized abuses of the mining 


laws, why then hasn’t the enforcement agency, the Bureau of Land Management, 
fulfilled its duty to the public? 
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The classic formula for dictators both large and small for seizure of the Goy- 
ernment or the abrogation of public laws is to promote lawlessness, breed dis- 
sension and discord, then to step into the chaos with what seems to be the only 
logical and expedient plant at the moment and bring about order. This, it is 
charged, has been the studied campaign of the Forest Service and the Bureau of 
Land Management to abrogate our mineral land laws. Commenting on this, 
Charles F. Willias, secretary of the Arizona Small Mines Gperators Association, 
and former member of the Public Lands Committee of the National Minerals 
Advisory Council, had this to say: 

“Those departments of the Government administering public lands had been 
loaded down since the days of Secretary Ickes with people who were highly 
socialistic in their thinking, and who were determined that, in spite of the laws 
of the land, public lands should never be permitted to go into private ownership 
or be developed by private capital. Therefore, they started a period of sabotage 
of the laws. They would not enforce the laws as written, and there is hardly 
a case of misuse of the public lands laws which cannot be corrected by the 
enforcement of the laws we now have. 

“However, there was no enforcement and the result has been a tremendous 
growth of abuses and allowing people to get away with acts which were a direct 
violation of the law with nothing done to stop them or hinder them. In fact, 
they went further and encouraged more such violations by telling how easy it was 
to get away with such acts. 

“Furthermore, the saboteurs of the public lands laws deliberately and with 
malice, created an antagonism between the various users of public lands in an 
effort to get them to fight among themselves over their rights and encroachment 
of others on their rights. The whole program was designed deliberately to create 
such a chaotie condition in public land administration that some future Congress 
would rise up and nationalize the entire public lands system and prevent any 
public lands from going into private ownership other than on a leasing basis, 
thereby gaining their socialistic desires. 

“The public lands committee of the National Minerals Advisory Council made 
many investigations on this subject and submitted recommendations time and 
again for more rigid enforcement of the public lands laws. These recommenda- 
tions fell on ground that was not fertile, because the socialistic influences within 
the Government agencies administering these lands had other fish to fry.” 

If one will take the trouble to examine critically the abuses that are attributed 
to loopholes in the mining laws, he will find that most of these abuses are 
actually violations of the laws. When confronted with the evidence on specific 
cases, the Bureau of Land Management and the Forest Service will always retreat 
to the time worn statement that it does no good to adverse a claim even though 
it is in violation of the law because (due to loopholes in the mining laws) the 
claimant can go right back out and relocate the same claim. That this is not so is 
the opinion of every mining attorney with whom we have discussed this statement. 
Charles L. Gilmore, of Sacramento, has written: 

“Following the age-old axiom that there must be an end to litigation, it is my 
opinion that where, after full and fair hearing where the mineral claimant has 
had the opportunity to present his case backed by expert testimony fully and com- 
pletely, and had the final decision of the Department of the Interior is to the 
effect that the land is nonmineral in character, and that the mining location 
thereon is void, the United States may at any time, either by an action in trespass, 
or by the shorter and more effective action of contempt proceedings, oust and 
punish any person who goes upon that same ground and attempts to make a mining 
location. I believe that the law as it now stands, and giving full force and effect 
to the decisions of our courts in such matters, affords any subsequent locator of 
that same ground no more rights or privileges than the locator whose claim was 
declared void. 

“Statements that have emanated from the United States Forest Service and the 
Bureau of Land Management to the effect that they have no way of ousting 
illegal mining locators from the public domain fall of their own weight when we 
consider the law of the case. These divisions of Government have all of the law 
necessary to effect the desired ends backed by decisions of our courts that have 
stood the test of time. In my opinion, these departments do not care to exercise 
the legal means now -at their command. They seek to bar the legitimate miner 
from the public domain along with the claimant of the invalid location by some 


1 Excerpt from letter to Roger Dakin, editor of Collier’s, April 9, 1953 
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sweeping statute of Congress. In other words, the policy appears to be in both 
departments to prohibit any further acquisition of title to public lands by the 
citizens. Their desire is to have the socialistic concept established in this country, 
that of ownership by Government, with the citizen merely licensee.” * 

Concurring in opinion, C. Jay Parkinson, Salt Lake City, stated : 

“It is maintained that even though a claim is so declared invalid, there is 
nothing to prevent an immediate relocation of the paper claim by the losing 
claimant, or by someone in his behalf. I cannot believe that a claim held invalid 
in such a proceeding could be validly relocated in defiance of a judgment. No 
court or administrative tribunal is without power to effectuate its legal determi 
nations and any contravention of the judgment would subject that party to 
actions sounding in contempt and fraud, to say the lease.” * 


WHY NOT CONSIDER AMENDMENTS ? 


The mining industry has heretofore consistently opposed any changes in the 
mining laws—and with good reason. On August 23, 1941, Osear L. Chapman 
gave a convincing display of what he could do to the basic mineral land laws 
with the totally unrelated phrase “sustained yield.” During the 7-year period 
prior to April 8, 1948, the O, & C, lands comprising 2.5 million acres, nearly half 
of southwestern Oregon, were closed to mining development—not by legislation- 
but by edict of Chapman, the then Assistant Secretary of the Interior. 

These grants, known as the Oregon and California railroad land grant and 
the Coos Bay Wagon Roads land grant, were canceled and returned to the 
public domain by acts of Congress in 1916 and 1919. These acts provided for 
mineral development on exactly the same basis as other lands in the public 
domain. 

In 1987 Congress passed a bill providing that the timberlands in these parcels 
shall be managed on a sustained-yield basis in order to insure a permanent 
yield of timber. Congress made no mention or reference in this bill to closing 
the lands to mineral entry. Four years later it occurred to Mr. Chapman that 
the mining laws were “clearly irreconcilable and in conflict” with the sustained- 
yield program. So, by interpretation and by edict, 4,000 square miles were closed 
to mineral development. It was only after a bitterly waged 7-year battle on the 
part of the mining fraternity and organizations and individuals interested in 
Oregon's industrial development, that the Oregon delegation was able to force 
a bill through Congress setting aside Chapman’s ruling and reopening the land 
to mineral development—and even then, the Interior Department saw to it 
that there were strings attached. 

With this example fresh in the memory is it any wonder that the mining in- 
dustry opposed any changes that would give Mr. Chapman further opportunity 
for “interpretations”? 

This, happily, is behind us. Our new Secretary of the Interior and former 
Governor of Oregon, Douglas McKay, is a man of integrity. We Oregonians 
can assure you that he will administer the laws as they were written and in- 
tended vy our congressional representatives. We Oregonians can assure you 
that tnere will be no Chapmanesque interpretations. 

There are minor changes in the mining laws which could eliminate conflicts 
between the various land users and probably simplify administrational prob- 
lems. We know that the mining industry is actively discussing various pro- 
posals with other interested groups at the present time. Our raw-materials 
survey has been participating in some of these sessions. 


WHAT INDUSTRY ASKS 


We have full confidence that our new Secretary of the Interior Douglas Mc- 
Kay will see to it that our mining laws are enforced with vigor and in good 
faith. We ask that this be done as promptly as possible. 

We ask that our congressional representatives give the industries based on 
the utilization of our natural resources time to iron out their conflicts. We ask 
time to suggest legislation which will be based on common need and public 
interest rather than acceptance of legislation hysterically promoted as a last 
gasp effort by a repudiated regime. 


2 Excerpt from letter to Hon. Clair Engle, M. C., House Office Building, Washington, 
D. C., May 21, 1952. 

3 Excerpt from speech presented at the meeting of the American Bar Association, 
Washington, D. C., September 19, 1950, Should the United States Mining Laws Be Changed 
or Revised ? 
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Mr. Barret. I would first like to comment on the headlines that 
you have been seeing in such magazines as the Kiwanis, the Field and 
Stream, American Forest. something to this effect: They are stealing 
your lands, you are being robbed, plunder in our national forests, the 
big land grab. These are the work of one C = land Van Dresser, a 
staff writer of the Palm Beach (Fla.) Post-Times, whose admitted 
total knowledge on the workings of our mineral land laws was ob- 
tained by a 20,000-mile survey trip throughout the western part of the 
United States. 

Mr. Van Dresser has proven himself a fecund propagandist who 
was of the opinion that the mining laws had to be changed. With this 
preconceived conclusion, he made a biased investigation of the facts 
and tailored them to achieve the desired reaction. 

Starting with the regime of ex-Secretary of the Interior Ickes, the 
Bureau of Land Management supported by the United States Forest 
Service has had an organized campaign to remove mineral lands from 
entry under our mining laws and into a leasing or “permittee” system. 
Mr. Van Dresser’s writings and photographs have been lifted bodily 
from the propaganda issued by the Bureau of Land Management and 
the Forest. Service in support of this campaign. 

The organization I represent, the raw materials survey, feels that 
this campaign is not in the best interests of our raw materials i 
dustry. For that reason, we made a careful investigation as it applies 
to Oregon. It is our conclusion that the Bureau of Land Manage- 
ment’s and the Forest Service's c: ampaign is promoting discord among 
the natural resource based industries, and that the removal of mineral 
lands development from the jurisdictton of the courts and into a 
bureau-designed permittee system is inimical to the best interest of our 
industrial development. 

Mr. Rrexi~man. Would you explain what you mean by permittee 
system ¢ 

Mr. Barren. They have what is known as the multiple-use system 
whereby a person who wants to graze is given a permit to graze on 
public lands; a person who wants to build a cabin is given a permit 
to build a ¢ abin ; a person who wants to put up a ski-tow is given a 
permit; a person who wants to pick ferns is given a permit. They 
would like to see to it that you have a permit to develop mines. 

Just. as an example of how this permittee system works, in our na- 
tional forest, at Mount Hood, they have set aside quite an area of land 
for summer homes. You would think that a person who is willing to 
build a small home on a small tract in accordance with Forest Service 
regulations would be given a 99-year lease to protect his investment. 
But that isn’t the case. You are given a 1-year permit, a year-to-year 
permit. If you don’t renew it, your permit is lost. The Government 
guarantees you nothing. If they decide to put a road through where 
you build your cabin, or build an aerial tramway over the top of you, 
you have no recourse to the courts. That is not very good for the 
development of our industries, and we don’t like to see it happen. 

Mr. Rreutman. What does the Government derive in the way of 
remuneration from such permittees ¢ 

Mr. Barren. In the case of the summer cabins, for example, it is 
just a few dollars. In the case of a ski-tow I pay $25 a year for less 
than a half acre of ground. If I manage to operate profitably, they 





208 PROBLEMS IN THE METAL-MINING INDUSTRY 


take a percentage of it, a percentage of my earnings. But it amounts 
to very little. 

Really, I can’t see where that sort of thing has been designed and 
determined to be in the public good, and why can’t the land be sold 
under the Small Tracts Act to a person that wants to build a cabin. 
If it is in the public interest, I can’t see why the sucker which is given 
to the child should be tendered on a string. 

Mr. Hosmer. How do you relate this to the mining industry? 

Mr. Barret. Because the campaign has been to put the mining in 
dustry on a permittee system. A prospector going out into the woods 
is liter: ally looking for the pot of gold at the end of a rainbow. When 
he finds his pot of gold, if he has to bid against other people for the 
lease of it, what is the use of looking? That is what we feel is wrong 
with the whole system. 

Mr. Hosmer. Would a preference to the discoverer rather than out- 
right sale of the land, say, satisfy the objective ? 

Mr. Barrety. We feel that the mining laws have worked toward 
the good development of the industry for the past half century, and 
we would like to see the system continued. 

Mr. McCutiocn. Have they worked to the best interests of the 
country in general ? 

Mr. Barre... We feel that they have. From our investigation in 
Oregon, we feel that there is absolutely no reason for changing the 
mining laws, but there is a clamoring need for enforcement of the 
laws. If you please, I would like to recite some of the so-called abuses 
that we found in Oregon and tell you what they amounted to. 

In one that was mentioned in Collier’s m: igazine, for example, the 
60,000-acre timber grab in the Rogue River area, we did find that the 
claims were staked, if you please, in defiance of the law. The organi- 
zation I represent made a study of it, presented the facts, and de- 
manded that the laws be enforced and that the claimant be put off 
of the property. That was over 2 years ago. The Bureau of Land 
Management has done nothing about it. ‘We charge that they are 
using this horrible example as an excuse for changing the mining 
laws instead of enforcing them and quieting the title. We don’t like 
to see that sort of thing. 

For example, our newspaper came out “Timber grabbed in mass 
filing of mining claims.” - This front-page story went on to say, 
“Thousands of acres in Oregon and Washington are being grabbed as 
mining claims under laws dating back to 1872,” and that “The staking 
of spurious claims has been given impetus by a report of the Cottage 
Grove area where a miner sold timber on his claim for more than 
$120,000,” and “In all the national forests, thousands of mineral claims 
have been proved up for patents and then used primarily for summer 
camps, resort sites.” 

That sort of thing appearing in your paper would give you the 
idea that there are people doing that. That is not true. We would 
like to highlight just exactly w vhat we found. Whether or not this 
timber grab actually covered 90 square miles as the newspaper stated, 
I am not sure, but it was quite true that a very large acreage of some 
of Oregon’s most valuable timberlands in the Crater Lake area had 
been staked and held as association placer claims. This, at a time 
when the loggers are bidding as high as $46 a thousand board-feet 
for stumpage—not for lumber—mind you. This bid is for the tree 
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in the woods—bark, twigs, and all. A conservative estimate has placed 
the timber value of this parcel involved at over $30 million. Oddly 
enough the man heading this association is a lumberman who owns 
a sawmill. He publicly claimed that he was interested only in the 
mineral possibilities, but that he “would sell the timber also.” ‘The 
location work had been done by using a bulldozer to dig pits at the 
center of each square mile—thus locating four 160-acre claims at one. 

Our investigation of the events concerning the report from the Cot- 
tage Grove area where the miner had been selling timber from his 
claim at a handsome profit, $120,000, some very interesting facts 
were brought out. It was found that 19 claims were involved, but that 
those claims were patented and all of them had been patented be 
fore 1910 when timber in that district had no sale value whatsoever. 
As a matter of county-court record, two groups of claims which ac- 
counted for more than half the timber involved in the sale had been 
disposed of at tax sales by the Lane County commissioners for a 
paltry $287 in 1942 and 1945. What was even more startling, one 
of the Lane County commissioners who has been the loudest, had 
signed the deed for the sale of these valuable claims for a paltry $287, 
is the same one who is now petitioning our Congressmen, pleading 
changes in the mining laws on the ground that they allow timber 
thefts from public domain. 

It was found that only ignorance of the facts or a dishonest motive 
could account for such a groosly misleading statement as the one that 
implied that cabins with patented mining claims were springing up 
all over in our national forests like toadstools in your front lawns. A 
check of the Oregon patent filings from 1930 to 1950 showed that 


there had been only 15 groups of claims patented in the last 20 years. 
This 20-year total amounts to only 1,288 acres, less than 0.004 of 1 per- 
cent of the total Government-held lands in Oregon. 

How can you justify that the cabins and everything else were just 
springing up? The facts don’t mane them. 


Going back to the 60,000-acre timber grab—as you in this audience 
know, not a single stick of timber can be sold from a mining claim 
unless a patent has been granted, and further, that in the case of placer 
claims, nothing short of a probable commercially valuable mine will 
suffice for a patent in a forest reserve. 

If he doesn’t get a patent, he can’t touch a stick of timber. 

Of the acreage in question, it was the opinion of qualified geologists 
and mining engineers that it was hardly possible that a valid discovery 
could be made on a single claim in the area, and that although a little 
fine gold could be found in some places, a mineable quantity would 
not average more than 2 cents a yard. 

Two cents a yard is about one-tenth the cost of what you could 
operate a dredge. 

Mr. McCuttocn. Is he proceeding to exploit the timber on that 
claim ? 

Mr. Barre. He can’t. You can’t touch a single stick of timber for 
gift or anything else, except to support your mine workings, unless 
you have a patent. 

Mr. Hosmer. Have you discussed these things with the United 
States district attorney in the area ? 

Mr. Barrety. No, we haven't. 
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Mr. Hosmer. Would it be a good idea to do so? 

Mr. Barren. It is a very good suggestion. 

Mr. Hosmer. I think that is more appropriate than to present it 
to this committee. 

Mr. Bartevz. The purpose in bringing this up is to give to you 
Congressmen the background on such bills as they are trying to pusl: 
through Congress now as the Anderson bill. They are holding thes 
eX: umples up as to why such bills as the Anderson bill are necessary 
From the Oregon standpoint we would like to take the issue that thi: 
is just not so, and that such bills as the Anderson bill are not necessary 
at this time. 

Mr. McCu.tocn. Then these horrible examples that you are citing 
are at best half-truths? There have been no losses to the United State 
by the activities that are cited ¢ 

Mr. Barret... That is exactly so. 

Mr. McCouttocn. You are sure of that? There has been no timbe1 
disposed of, and there has been no loss to the country ¢ 

Mr. Barren. If there had been a single stick of timber disposed of, 
it would be in direct violation of the law and they would be subject 
to prosecution. 

Mr. McCoutiocn. But has it been done ¢ 

Mr. Barrett. No. But when you look and see how hard it is to 
get a patent and how many patents have been perfected over a period 
of years, it is not worth speaking of. There are only 1,288 acres in 
the whole State of Oregon that are patented. So they can’t use that 
as a reason for saying the mining laws must be changed. 

In the case of the hotdog stands and filling stations, and other 
things, this article mentioned a man in the Coeur d’Alene district who 
filed a claim and built a saloon on it. What they did not say was 
that that was back in 1910 and the land office took Mr. Rosinelli to 
court and took his claims away from him. 

Mr. McCutxocn. It is possible that some of this public history may 
be of more importance to some people than to others. One must read, 
as the old saying goes, between the lines. While many Members of 
Congress, including the Speaker may be influenced by a lot of such 
stories, we are not completely gullible. 

Mr. Barrett. You understand the fact that everyone doesn’t know 
about Mr. Rosinelli’s claim, and yet you read that he was supposed to 
have gotten away with it. That is the reason we are bringing these 
things out. This, by the way, is the 182d Federal Reporter, page 678, 
this Rosinelli thing, in case you would like to check it. 

The statement went something like this: Hotels, stores, manufac- 
turing enterprises, and structures not directly related to the mining 
operation are specifically prohibited by law. It certainly should take 

care of some of the things you found in Collier’s. In the face of this 
the Swan Island station of the Bureau of Land Management had the 
effrontery to publish a mimeographed pamphlet for public distribu- 
tion entitled “Mining Claim Locations Lsed for Purposes Other 
Than Mining.” 

One example of this follows: 

In T. 22 S., R. 17 B., Boise meridian, on the shore of Magic Reservoir, re- 
ported to be the best fishing spot in southern Idaho, a placer claim has been 


located to include three-fourths mile of the reservoir frontage. The locator has 
constructed 2 substantial buildings; 1 a store for dispensing to the public fishing 
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supplies and gasoline, the other for sleeping quarters. Also on the claim, there 
ire about 40 other cabins and trailers mounted on blocks. 

Across the reservoir and situated on another placer claim, there is a lunch 
room and drink place, 

There are no mining improvements on either one of these claims. It is obvi- 
us and, in fact, admitted by the locators that the locations were made because 
iction was speeded up and they could occupy the land immediately. 

In view of the law, how can they justify that sort of thing? How 
much more then do they need to enforce the law? We are asking that 
the Bureau of Land Man: igement enforce the law. 

Mr. Rreuiman. I wonder, sir, do you have much more to give us 
orally from that paper, or would it be satisfactory to put the remainder 
in the record ? 

Mr. Barreti. I think I can conclude in about 5 minutes. You 
might ask why haven’t the mining laws been enforced. If enforce- 
ment is the answer, why hasn’t the Bureau fulfilled its duty to the 
public ¢ 

I would like to point out that the classic formula for dictators, 
both large and small, the foreseizing of government or the abrogation 
of our laws, is first to promote lawlessness, breed dissention and dis- 
cord, and then to step in with the only logical or expedient plan for the 
moment. This we charge is the only plan of the Bureau of Land 
Management. 

Charles F. Willis, secretary of the Arizona Small Miners Asso- 
ciation, and former member of the National Committee on Minerals 
Advisory Council, has made a statement on that and that is included 
in my testimony. If you will examine critically the abuses attributed 
to loopholes in the mining laws you will find that most of them are 
oie quotations. When you confront the Forest Service or Bu- 
reau of Land Management with these facts, they say, “We don’t have 
the money to prosec ute or even if we did prosecute the claimant could 
go right back on and restake, due to another loophole in the mining 
law, 1f you please.” 

That this is not the opinion is the statement of every mining attor- 
ney with whom we have discussed the problem. I have statements 
from Charles L. Gilmore, of Sacramento, and C. J. Parkinson, of 
Salt Lake, which are ine luded in my written testimony. 

You might say why not consider amendments to the mining law. 
The mining industry has opposed them. We would like to point out 
that Oscar L. Chapman gave us a convincing display of what can 
happen to your basic mineral land laws when you make any sort of 
an opening wedge. Our OAC lands, which I have given a complete 
statement of in my testimony, he closed on the flimsy excuse of sus- 
tained yield, he closed then to all mineral developments from a period 
of 7 years. These OAC lands comprise 214 million acres in Oregon. 
It was only after a 7-year battle in Congress that we got these re- 
opened and then it was only ree*yened with strings. 

This happily is behind us. Our new Secretary of the Interior, 
Douglas McKay, is a man of integrity. We are going to assure you 
that he will administer the laws as they were written and intended 
by you Congressmen. We Oregonians can assure you there will be 
no Chapman interpretation. 

The industry is actively discussing the changes necessary to elim- 
inate conflict. I know this for a fact because our organization, the 
raw materials survey, has been invited to participate in the sessions. 
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What do we ask? We ask this: We ask that the mining laws b 
enforced with vigor and good faith and done immediately. We ask 
that you representatives give the industries based on the natural r 
sources time to iron out our own conflicts and to suggest to you legis 
lation which will be based on common need and public interest rathe: 
than acceptance of legislation historically promoted as a last-gas] 
effort by a repudiated regime. 

Mr. Rreatman. Thank you, sir. 

Just before we adjourn, please, I would like to make this brief 
statement in behalf of our distinguished chairman, Congressman Hill, 
from Colorado. We regret he could not be here, because he comes 
from an area where there are small mines and he has a deep interest 
in the welfare of the mining industry in this country. He is an out 
standing chairman of the Small Business Committee and has been 
a champion for all of the years that he has been a Member of the 
House for all good causes for the small industries in this country 

Now, we will stand adjourned until 2 o’clock. 

(Whereupon, at 12:30 p. m. the committee was recessed, to re 
convene at 2 p. m, the same day.) 


AFTERNOON SESSION 


Mr. RreutmMan. The committee will come to order. 
The first witness this afternoon will be J. Eldon Gilbert, of Palo 


Alto. 


STATEMENT OF J. ELDON GILBERT, GENERAL MANAGER, CORDERO 
MINING CO., PALO ALTO, CALIF. 


Mr. Gitpert. My name is J. Eldon Gilbert. I am manager of 
Cordero Mining Co. We have about 50 men employed or at present 
engaged in producing quicksilver and occasionally taking looks at 
prospects that may develop into something, we hope. 

Mr, Rrenuman. Do you have a prepared statement ? 

Mr. Gitpert. Yes, I do. 

Mr. Rrextman. Would you like to read it ? 

Mr. Giteert. I would like to read it, if I may. It is very short. 

In 1951, Cordero Mining Co. acquired an old gold mine from the 
Reconstruction Finance Corporation. This mine ig located in the 
Sierra Nevadas at an altitude of about 11,000 feet. The terrian is 
extremely rough and the mine is situated on the side of a precipicelike 
canyon wall. Vegetation is nearly nonexistent. It is well above 
the timber line. At one time there may have been a few patches of 
scrub tamarack but certainly never any timber of commercial value. 

This property is accessible by a single road 414 miles long, with an 
average grade of 350 feet per mile but some parts are considerably 
steeper. It is not usable by regular automotive vehicles and can only 
be used by special equipment. 

The mill site was not contiguous with the minning claims but was 
down the valley about 2 miles. Later the mill was moved to the 
mine and the old millsite was used for power-generating equipment. 
The electric power was transmitted and was barely sufficient for min- 
ing and milling operations. 
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This mine was originally discovered and located in 1879. Addi- 
tional claims were located through 1880 and 1882. ‘The first water 
rights were filled in October 1879 and subsequent water rights were 
obtained in 1900, 

Immediately after discovery the property went into production, 
roads and trails were made, a camp was constructed, and a mill 
erected. Some of the high-grade ore was shipped but the lower- 
grade rock was milled on the property where local water power was 
used for milling. The property was operated quite continuously 
from the time of its discovery until about 1911. Several million 
dollars were produced. 

During this time there were some minor reorganizations in the 
operating company but essentially it was the same group. In fact, 
the same superintendent was in charge from 1879 until 1911 when 
operations were suspended due to corporation litigation. 

The mine was finally sold in 1934 and the new owners obtained 
a Reconstruction Finance Corporation Loan. This loan was not 
paid and the RFC foreclosed in 1940. 

A considerable amount of medium- and low-grade ore, $5 to $10 
per ton, remains in this mine and should the price of gold ever 
reach a parity with other commodities and services this property 
could operate successfully. 

When we acquired the property from the RFC we were given to 
understand that the title was free from all liens and encumbrances. 
For 2 years we have held the mine and have done the work necessary 
to keep it in good condition and the title in good standing. We have 
no idea how long we must hold it before it will be profitable to 
operate a gold mine, this one or any other. It may be a long time 
and we must watch our expenses and make sure we do not get too 
much invested. 

During this last winter we were told by the Forest Service that 
it would be necessary for use to obtain a license from the Federal 
Power Commission for the hydroelectric power equipment. Also 
a Forest Service permit if any powerlines were on Forest Service 
land. 

We are instructed to furnish maps and other necessary exhibts. 
The maps to be tied to the land-survey monuments. We are also 
told that the dam and other structures must be examined by a Govern- 
ment engineer to determine if they are safe or not. 

All of this is necessary, they say, in spite of the fact that the mine 
is not operating, no power is being generated and the transmission 
lines carry no power. 

The only reason we can see for being required to register with 
the Federal Power Commission is that someday we might be con- 
sidered a public utility. This is certainly not our wish. There is 
only enough water available to generate power for the mining opera- 
tion, at best, and there are no customers if the power were there. 

The interference of the Forest Service seems to us to be an un 
necessary harassment. Here is an old mining property, located and 
operating with valid mining claims and water rights and history 
of production long before the Forest Service was even organized. 
Though the forest Service is after us to obtain permits, have exam- 
inations made, submit maps, and have other necessary exhibits, which 
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are not available, tied to corners which cannot be found, the property 
has been allowed to stand for nearly 20 years without any of these. 

During this time there have been 2 different owners, 1 of them 
being the United States Government, who were not required ‘3 comply 
with all this redtape. There has been no change during this period 
The mine is in the same place, the mill, powerhouse, and transmission 
lines are all as they were. The creeks, dams, and lakes have not moved. 

In all of our correspondence with the Forest Service they refer to 
our complying with these regulations as being to our adv antage and 
for our benefit. If they, or anyone else, is serious about benefiting us, 
or any other small mining company, they will forego some of the Ted- 
tape. In this connection, we would appreciate it if they would just 
leave us alone. 

It would seem that Forest Service personnel might well have some- 
thing more important to do than go around looking for expensive but 
useless technicalities to enforce. It may be that they have so much 
personnel that they have to make jobs to keep them busy. 

Mr. Rientman. Mr. Gilbert, it appears to me that you have a per- 
sonal problem here, and although it does have some reference to pre- 
vious statements, it was suggested to me by my colleague here, from 
the State of California, Mr. Hosmer, that it might be advisable to get 
whatever pertinent information you have other than this, present it to 
our Small Business Committee, and let our staff see what we can do 
to ielp get this matter straightened out for you directly. 

Mr. Gitzert. This problem is not to be considered a specific prob- 
lem that is insurmountable, but is a typical problem that we are meet- 
ing with various branches of the Government. 

Mr. Hosmer. This is what we call a case problem. Our committee 
staff is well equipped to handle this type of thing. I think, as the 
chairman indicates, we would be glad to go into it for you. 

Mr. Rreuiman. Apparently from what I have garnered from the 
statement you have made, and from what is written here, that would be 
the proper action to take. If we can rectify this situation for you and 
be helpful, maybe we can for others. 

Mr. Giteert. The small mining, small business, is constantly run- 
ning into local, State, and Federal regulations and redtape that ham 
per their operations. This is just an example that is given with that 
idea in mind. 

Mr. RreucMan. If you can give us any more information other than 
what is in this statement, and I will call it to the attention of our 
counsel at this time to be on guard for it, we will take this case up 
individually and see what we can do to be helpful. 

Mr. Gitpert. Thank you. 

Mr. Reratman. Do you have any questions? 

Mr. McCutiocu. No. 

Mr. Hinron. Will he send this in to the committee? 

Mr. Rrreutman. We have this copy now and if he has other infor- 
mation, I think we should have it. We have some information but 
possibly not enough. We would like to have the details. It would 
be best if you would direct the letter to Mr. John Phelan, who is the 
chief counsel and director of our committee, and call it to his atten- 
tion that the committee, while visiting here in San Francisco, sug- 
gested that it be forwarded directly to him. 
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Mr. Hinton. I think that would be better, so it will become a mat- 
rer of record. 

Mr. Rreniman. Thank you very much, sir. 

Mr. Gitpert. Thank you. 

Mr. Rreuiman. Mr. Roy Hardy. Identify yourself, please. 


STATEMENT OF ROY A. HARDY, PRESIDENT, NEVADA MINING 
ASSOCIATION, RENO, NEV. 


Mr. Harpy. My name is Roy A. Hardy, I am president of the 
Nevada Mining Association, and I do ks ing mining engineering 
work. 

Mr. Rrenuman. You have a prepared statement ? 

Mr. Harpy. I have, and I would like to read it, Mr. Riehlman. I 
lave practiced mining engineering and have managed mines, some 
of which I have owned, for the past 35 years. These have been non 
ferrous mines, most of them gold and silver. For the last few years, 
tungsten and uranium mines have been included in my — 

I have twice been privileged to be a member of the Committee on 
Gold and Monetary Policy of the Western Division of the American 
Mining Congress. Dr. Donald H. McLaughlin, of San Francisco, 
acted as chairman of that committee both times. Dr. McLaughlin is 
in eminent scientist, mining executive, and president of the Home 
stake mine of South Dakota, whose ability and wisdom is constantly 
sought by our Government on matters of economic Importance, ' 

Reg: ding monetary policy: All of the members of the western di- 
vision of the American Mining Congress, representing the mining 
industry of the Western United States, as well as the Central States 
clearly stated in convention at Denver, Colo., September 22 to 2h, 
1952, the following policy : 


] 


Restoration of the gold standard, with gold and the dollar freely interchange 
able at a fixed ratio, should be a clearly defined objective of our Government 
Until this is accomplished, efforts to stop waste and extravagance and to check 
inflation are not likely to be fully effective. With the right to convert currency 
into gold, the power .to enforce sound monetary practices would again be in the 
hands of the people and extreme commitments against the future of the dollar 
would be discouraged. 

Our Nation has the financial strength and the power to take the first step 
toward reestablishing the goid standard as the monetary system of the world 
With recognition of the value of gold itself, as measured by its relation to prices, 
the ratio of gold and the dollar should be fixed at a natural level that could be 
maintained and that would provide a base to which the currencies of the world 
could gradually be related as their economies became adjusted. 

In accordance with these views, we urge: 

(1) That the gold standard be restored at the earliest practicable time. 

(2) That the restrictions on the purchase, sale, and ownership of gold by 
American citizens be removed. 

(3) That Congress fix the ratio at which the dollar and gold are to be made 
fully convertible and determine other technical procedures involved in the restor 
ation of the gold standard, after receiving the recommendation of a commission 
of its creation, to which men skilled in appraisal of the world’s potential gold 
supplies, as well as men of competence in domestic and international finance and 
trade should be appointed by designated governmental authorities 


Further, on silver policy: ‘ 
We endorse the existing Federal policy with regard to the acquisition of silver 


for its beneficial influence upon the base-metal mining industry, as well as for 
its traditional service in providing a base for a portion of the Nation’s currency. 
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—_ 


Mr. McCuttocn. Might I interrupt you, Mr. Hardy, right there? 
Are you advocating a free market on gold and a controlled market on 
silver in this statement that you are reading to us ¢ 

Mr. Harpy. An absolutely free market for gold, yes. 

Mr. McCutxocnu. But a controlled market for silver? 

_Mr. Harpy. Controlled insofar that we should eventually reach 

$1.29 basis on which the Government figures all the monetary relations. 

Mr. McCutxocn. But regardless of the world price on free silver? 

Mr. Harpy. Regardless of the world market on silver. 

In another convention of the American Mining Congress, western 
division, the following gold and monetary policy was adopted : 

Restoration of the gold standard, with free convertibility of the dollar, is an 
essential step in financial integrity on the part of governments is to be regained. 

Without the monetary stability provided by the gold standard, other efforts to 
check inflation are certain to be ineffective. Efficiency and economy can be en- 
forced only when the discipline of the gold standard can be used by the people 
themselves to require governments to conform to sound and honest financial 
practices. A currency not backed by gold and silver invites unrestrained deficit 
financing, waste, and careless acceptance of commitments impossible for future 
generations to meet without ruinous inflation. 

Now that the International Monetary Fund no longer bars member nations 
from taking independent action with regard to sales of gold on the free market, 
the prohibition by the United States Treasury of ownership of gold by American 
citizens and of the sale of gold by American producers becomes a particularly 
unfair restriction which should be removed. 

The American Mining Congress therefore urges: 

(1) That the restrictions on ownership of gold by American citizens be removed. 

(2) That the producer be allowed to sell his gold domestically or abroad in 
order to determine at the earliest possible date a price at which gold and the 
dollar can again be made freely interchangeable with the most beneficial and 
economic effects. 

(3) That the gold standard then be reestablished with the dollar defined in 
terms of gold at the indicated and intelligently determined price. 

Their further policy with regard to silver has been stated many times 
in convention : 

We endorse the existing Federal policy with regard to the acquisition of silver 
for its beneficial influence upon the base-metal mining industry, as well as for its 
traditional service in providing a base for a portion of the Nation’s currency. 

It is believed most sincerely that, with a free market for gold, the 
citizens of the United States will feel more secure if they are permitted 
to acquire, possess, and accumulate gold—even as the Government 
stockpiles it at Fort Knox and elsewhere for the sec urity of our Nation. 
Gold is looked upon as a strategic metal by our people, the same as the 
Government considers the various nonferrous strategic metals being 
stockpiled for the safety and security of our Nation. The security 
brought about by the possession of gold is nothing new, as gold has had 
an important ‘place in our civilization since, when we speak of the 

“historic role” of gold, we speak of a vital function in the economic 
life and progress of mankind which can be traced back to the earliest 
recorded beginning of civilized society. 

No material substance has exercised greater influence on economic 
stability or in shaping human society. Gold was used by man as early 
as 10,000 yearsago. About 600 B. C., the Lydians and Persians began 
using gold coinage, which sparked the great expansion of trade in ‘the 
eastern Mediterranean which induced the adoption of coinage by the 
Romans and played an important part in winning and consolidating 
the Roman Empire, as an international Roman coinage was widely 
accepted throughout the civilized world. 
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With the fall of the Roman Empire, the benefits of a widely accepted 
single standard of currency were lost and for several centuries the 
European monetary systems were in chaos. Later, with the revial of 
European trade and in the influx of gold from the new world, gold- 
smiths and moneychangers, who ch: inged one currency for another in 
relation to gold, appeared. That custom was the start of banking. 
Then you deposited your precious metal with these moneychangers 
for safekeeping. Their receipts became banknotes. Such banknotes 
were money—paper money, accepted in exchange for goods and serv 
ices because they were “as good as gold.” The paper, as paper, was 
valueless—its value was derived from the gold it represented. 

The concept of the gold standard materialized slowly until 1816, 
when it was adopted by England. The United States first adopted 
a system of convertible currency, based on gold, in 1873. 

Parenthetically it was made official in 1900. Before 1934, the 
United States gold dollar consisted of 23.22 grains of fine gold. At 
that time, the United States was on the gold standard. 

Gold has been accepted as the standard or yardstick by which the 
value of all commodities, as well as all currencies, is measured. Ob 
viously, a standard, if it is to be of any use at all for practical purposes, 
must be invariable and consistent. A yardstick would be useless if 
a yard represented 3 feet today and 4 feet tomorrow. People are, 
therefore, puzzled when they read that the price of gold varies and 
that, in different parts of the world, an ounce of gold sells for prices 
ranging from $40 to $100. 

In 193 4, the United States dollar was redefined as be “ing equivalent 
to a lesser amount of gold, namely, 13.71 grains. Since theee new dol- 
lars represent less gold, it required more of them to equal 1 ounce of 
gold until today we have in this country 1 ounce of gold worth $35. 

In the pre-1934 years, when we were on the gold standard with other 
countries, the gold standard was not without its drawbacks. One 
great disadvantage was that, while we aided in keeping exchange rates 
steady, we were prevented from being completely master of our own 
financial affairs. This feature also had a bearing in bringing about 
the Bretton Woods agreements. When Great Britain went “off gold” 
in 1931, a number of other countries quickly followed and suspended 
the redemption of their paper currency in gold. In the brief space 
of 2 months, many millions of dollars in paper curre ney were con- 
verted to gold by the people of gold-standard countries as they were 
determined to protect their savings from being decim: ited by paper 
currency which was rapidly depreciating in value until today, the 
nationals of all countries are clamoring to be allowed to convert their 
currencies in gold. 

In recent years, the Government has been telling us, as individuals, 
that gold is worthless, useless, and old fashioned. Small-business 
men, of whom we have untold millions, and in fact the country is made 
up of small-business men, do not understand why they cannot convert 
their paper dollars into gold and why they cannot buy gold from our 
‘Treas sury at $35 an ounce when foreign banks and foreign nations are 
permited to do so. This practice, as far as United States citizens are 
concerned, is indefensible, unmoral, and unjustifiable. 

These small-business men have probably forgotten that, in 1944, 
representatives from 44 countries met at Bretton Woods, N. H., and 
drew up the constitutions of two related international organizations— 
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the international monetary fund and the international pank for re 
construction and development—agreed to maintain the $35 gold price, 
and make gold available to the signatory nations at that price. The 
capital of the bank is derived from quotas of foreign countries, whose 
contributions must be made both in their own currencies and United 
States dollars, or both. And the United States furnished most of 
all of their capital in gold or in dollars. 

Similarly, with the international monetary fund, which aims at 
reviving and expanding world trade by keeping exchange rates stable, 
each of the 44 signatory nations contributes its quota and, again, the 
quota has to be a stated amount of the contributor’s currency with the 
balance in United States dollars or gold. There is nothing in these 
two plans that prejudiced the prestige or usefulness of gold, as gold 
was still the international exchange medium. Nor does the man on 
the street understand that all the signatory nations are privileged to 
withdraw from this fund. 

As I stated before, these International Fund Agreements no longer 
bar signatory members from independent sales of gold on the free 
market or a change in the price of gold; nor does the “little man” 
understand why he is being discriminated against in not being able 
to sell his product on the free market. 

The little man wants and insists upon the right to own gold and 
upon its unrestricted use. Under the gold standard, dollar depre- 
ciation of insurance policies, savings deposits, United States Govern- 
men securities and all other securities will cease. Restoration of the 
gold standard will also ameliorate some of the hardships being inflicted 
upon those with fixed incomes, including widows, orphans, civil 
servants, and retired citizens who are too old to properly sustain 
themselves in this highly inflationary and competitive era. 

It has been clearly seen from the few months the present adminis- 
tration has been in office that restoration of our domestic economy, 
with an aim toward a fully convertible gold basis, is being given 
thoughtful consideration. Our credit system is almost wholly con- 
trolled by the Federal Reserve Board and it is extremely important 
that the President appoint, as members of that Board, those favoring 
a sound monetary policy in contradistinction to those of the last 
decade or two, who believed in the quantitative or inflationary theory 
of money. 

So it can be said truthfully and in all sincerity, that the mining 
industry and, I may add, all industry, continues to favor a currency 
with the traditional base of gold and silver, and it looks forward 
with keen anticipation to the stabilization of the prices for these 
metals at levels that reflect their true values. The real value of 
dollar is determined by what it will buy in labor, materials, or anything 
else. 

History proves that trade between people and nations is a continuous 
thing and that this trade requires a medium of exchange in which 
all people have confidence and we must conclude from history that, 
until currencies are freely convertible into gold, confidence will be 
lacking and peaceful trade practically impossible. 

The great source of America’s strength in the past has been due to 
her competitive free enterprise under a gold standard. We know 
that well, and so do the communisti¢ nations. As should be expected, 
those who seek to destroy our power and prosperity are concentrating 
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their attack directly on the keystone of this national system. They 
know that, if free enterprise fails, the entire structure of our domestic 
economy will collapse. Their method and philosophy of life is to 
control and dominate the world and to have our Government continue 
to use the inflated dollar, which we believe in time will bring suffering 
to our people and disaster to our country. 

To offer a homely analogy: Years ago, when we went to a doctor’s 


office and he said we were “sound as a dollar,” we were jubilant, but 
if he should say that today we might not feel so well, as the dollar 
is surely sick. 

Another thought: Senator Butler of Nebraska was instrumental 


in having a survey made recently, and returns from 15.000 question 


naires sent to representative business leaders indicated that a large 
majority of those receiving such questionnaires favored a study of 
Should the Nation Return to a Full-Fledged Gold Standard / 

In closing, I wish to present what our people in Nevada think about 
gold and the currency situation by reading a resolution passed 
unanimously by both houses of the Nevada Legislature 
oe 
SENATE JOINT RESOLUTION MEMORIALIZING THE PRES 

roe UNtrep StTatTes To Restor He Gor ; 

Prick OF GOLD COMMENSURATE WITH THI 


Whereas by constitutional provision, mining was mad ¢ paramount industry 
of the State of Nevada; and 

Whereas the industry and well-being of many communiti n the State of 
Nevada and the western United States have been rious npai lue to the 
present price of gold, established in the year 1934 and si mainta d regard 
less of the increase in the commodity-price index and « ‘ if Since the 
year 1939; and 

Whereas the cost of labor and all other commodities, especially such costs as 
enter into the production of gold, have increased 100 percent or more; and 

Whereas the purchasing power of the dollar has decreased to approximately 
one-half of what it was in 1989; and 

Whereas we believe that to stabilize the currency of the Nation, it will be 
necessary to return to the gold standard, with a price for gold at a comparable 
dollar value; and 

Whereas our country does not have a gold standard, with gold and the dollar 
interchangeable at a fixed ratio; and 

Whereas the living standards of our country have been lowered and are being 
lowered continuously by unwarranted inflation of the country’s curréney; and 

Whereas the restoration of the gold standard with gold and the dollar freely 
interchangeable at a fixed ratio would stabilize all living costs, including the 
cost of labor, materials, and commodities as well as the operation of our Gov- 
ernment; and 

Whereas all restrictions on the purchase, sale, and ownership of gold by Ameri- 
can citizens should be removed, in view of the demand for and the price of gold 
in all foreign countries, in order that gold may seek a natural level to be ascer- 
tained by actual sales; and 

Whereas it is advisable for our Government in the hes terests of our national 
economy to not only maintain the present price of 335 per e of gold but to 
establish a price for gold based upon the present purchas ower of the dollar, 
which would indicate a price level more than double the pric tablished in the 
year 1934 and the commodity price index of the year 193! ow. therefore. be it 

Resolved by the Senate and Assembly of the State of Nevada, jointly, That the 
President and the Congress of the United States be respectfu requested to 
restore the gold standard at the earliest practicable tims ni that the price of 
gold be reestablished at a price consistent with its present cost of production 
and the purchasing power of our inflated currency do i i 

Resolved, That the secretary of state of the State of Nevada b horized and 
directed to transmit properly certified copies of this resolution to the President 
of the Senate, the Speaker of the House of Representatives, and the Representa 
tives of the State of Nevada in the Congress of the United States 
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Gentlemen, there must be economic freedom in the United States— 
the right of citizens to acquire, possess, and hold gold as well as all 
other property, and to sell and dispose of that property by lawful 
means. There must be stable prices as a protection against inflation. 
This surely means and it certainly means the gold standard. Fiat 
currency leads to inflation, with its economic controls, which deprives 
men of their liberty and brings on communism and bondage. So, the 
declaration of policy by the American Mining Congress as given in 
this statement could be the beacon guide for congressional action. 
And, in this connection, there should be (1) a free market for gold; 
(2) a test period of 2 or 3 or 5 years to establish the ratio of the p: uper 
dollar and gold; and (3) during this interim period of time the Con- 
gress should set up a competent legislative commission to study the 
method of all phases of our currency problem to bring about convert- 
ibility; that is, the gold standard and monetary stabilization. 

Thank you. 

Mr. Rreutman. Mr. McCulloch, do you have any questions you 
would like to ask Mr. Hardy ? 

Mr. McCutxocn. Mr. Hardy, on balance, are we losing gold to 
foreign nations or foreign banks at this time ? 

Mr. Harpy. We certainly are. Very recently there has been a de- 
cided movement, a deflationary movement, in Europe, to sell their 
stockpiles of metals to the United States at prices which are ruinous 
to the mining industry of this country. They do that to stabilize their 
own monetary affairs. But it has a tendency toward deflation, both 
there and here. As a consequence, our biggest business today prob- 
ably is the exportation of money, dollars, ‘to these foreign countries. 

Mr. McCuttocn. Is the loss substantial ? 

Mr. Harpy. Well, it is cumulative. It isn’t so far, but it could be, 
and it could well ruin our present economy. That is, our gold stocks 
upon which all of our credit has been based. 

Mr. Rrenuman. Mr. Hosmer? 

Mr. Hosmer. I want to compliment Mr. Hardy on a very excel- 
lently prepared statement of a difficult problem, a controversial prob- 
lem with many implications. It deserves a lot more attention than 
we can properly give it here today. 

I am going to withhold any questions for the reason I would like 
the record to show that my own personal opinion is that our direct 
and immediate inquiry is as to the industrial metals as distinguished 
from monetary metals in the hearing today. 

Mr. Harpy. We believe, and all thoughtful people that have studied 
this question believe, that the precious metals are a strategic metal. 

Mr. Hosmer, Mr. Borden asked me to clear up the question of 
what would inure to the benefaction of citizens, your question to him 
this morning in that respect. In answering that, the benefits to be 
derived from the production of gold inures to ) all citizens of the United 
States in that the credit of the United States is maintained by their 
reserves, or the Government’s reserves. We want to maintain the in- 
tegrity of their reserves. When we speak of a free market for gold, 
we speak of the new production that we want to find exactly what 
the value of it is in the world market. That is, how we can ascer- 
tain this fiat money that we use today, how much gold will it actually 
buy. Also, as far as the personal things that would inure to a person 
who has gold, we only have to think about Gen. Mark Clark when 
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he landed in north Africa. They supplied him with gold coins so 
if he got into trouble he would have something all the people in the 
world valued, even the Arabs, and we did the same thing with the 
aviators in north Africa. We gave them gold pieces so if they were 
shot out of the sky they had something that they knew would be ac- 
cepted by Arabs or what not, whoever got them. 

Mr. Hosmer. I don’t want you to feel that I don’t think it is not 
a very important problem. The only thing is that I feel the subject 
of our inquiry is restricted to a specific subject. That is, of course, 
an opinion of my own. 

Mr. Harpy. | understand. 

Mr. Rrentman. Mr. Counse!, do you have any questions? 

Mr. Hinron. I have one for the record. 

I was wondering if you knew the date of this Nevada senate joint 
resolution. Do you know when that was passed, the approximate 
date? That is, this joint resolution passed by both legislatures of the 
State of Nevada. 

Mr. Harpy. I will ask Mr. Lewis D. Gordon, the executive secretary 
of the mining association, who is in the audience. 

Mr. Louis D. Gorpon (executive secretary, Nevada Mining Asso- 
ciation). It was the forepart of February. I can’t give you the exact 
date. It was the last session of the Nevada legislature, and I think it 
was adopted by both houses about the 10th of February of this year, 
the last year. 

Mr. Rrentman. Thank you very much, Mr. Hardy, for a very fine 
statement. ‘ 


Mr. Charles H. Segerstrom, Jr 


STATEMENT OF CHARLES H. SEGERSTROM, JR., PRESIDENT, 
NEVADA-MASSACHUSETTS CO., TUNGSTEN, NEV.; PRESIDENT, 
AMERICAN TUNGSTEN ASSOCIATION 


Mr. SecerstroM. My name is Charles H. Segerstrom, Jr. 

Mr. Rreu_tman. Would you identify yourself with relation to your 
occupation or profession ¢ 

Mr. Secerstrrom. I am president of the Nevada-Massachusetts Co., 
of Tungsten, Nev., and also president of the American Tungsten Asso- 
ciation, which is a nonprofit association made up of some 50 tungsten 
producers in the United States, of whom the controlling number are 
what you might call predominantly small miners, operating maybe 
with 1 or 2 or up to 5 men employed. 

Mr. Hosmer. For the record, what is the employment of your 
company ¢ 

Mr. Secerstrom. In my statement I will refer to that, and also refer 
to the industry, Mr. Hosmer. 

Mr. Rresitman. Do you have a prepared statement you would like 
to read? 

Mr. Secerstrom. Yes, sir. I would like to read it, if I may, sir 

Mr. Rreuiman. All right. 

Mr. SrcerstroM. The subject is tungsten. The production of tung- 
sten concentrates, vital for use in high-speed tool steels, tungsten car- 
bides, jet engines, armor-piercing shells and m: ny other important 
and critical uses, has never received the importance that it deserves. 
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It is an industry little heard about in much of the United States but 
it is of utmost importance to the economy of this country. 

Our domestic producers have always been faced with sizable fluc- 
tuations in the demand and price for tungsten, with short periods of 
high prices and good demand, always followed by long periods of 
low demand and low prices resulting in the close down of many oper- 
ations. A mine is not like a manufacturing unit which can be closed 
down and reopened at will, but it is a long term, expensive operation 
where plans must be made well into the ‘future to assure continued 
operation. A mine shut down for a year may take a year or more after 
reopening to get back on the production basis reached before the shut- 
down. Water comes and floods the mine, timbers rot, and rail and 
pipe rust away. Machinery depreciates very fast when not in con- 
tinual use and the reestablishment of its top efficiency is slow and 

costly. Ore reserves must be kept at level where continual high pro 
domes ean be maintained, but the threat of continued closings and 
reopenings does not often make this economically possible. 

The table below, taken from reports of the Bureau of Mines, shows 
exactly what has taken place and what is happening at present : Here 
I have listed the United States production and consumption of tung- 
sten in short tons of 60 percent WO, as reported by the Bureau of 
Sahin for the years starting with 1940, then followed by the pro- 
duction of the country, following that with the consumption, and 
then, in the fourth column, the percentage of consumption produced 
in the United States. This table, I feel, is one of the most important 
things that we have before us. 


United States production and consumption of tungsten 


[In short tons of 60 percent W Os} 


The increase in domestic production in 1951 and 1952 was due 
mainly to the domestic tungsten program of the General Services Ad- 
ministration, started in July 1951 to run for a period of 5 years to 
July 1, 1956, or until 3 million short tons units have been delivered 
at a floor price of $63 per short ton unit, less penalties for off-grade 
material. This program is effective for small producers as well 
large ones and has created the incentive for many new deposits to come 
into production and many old ones to reopen. In 1949 many of the 
domestic producers were forced to shut down completely due to low 
prices and demand. The years 1945, 1946, 1947, and 1948 were touch 
and go for many operators and many were forced to close down. 
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Imports of tungsten for 1952 amounted to 17,864 short tons com- 
pared with 6,737 for the year 1951. It is presumed that most of th 
imports went into the stoc pile as many foreign producers have sitar 
term contracts with our Government. 

The Nevada-Massachusetts Co., of which I am president, is one of 
the oldest tungsten-mining operations in the country as production 
started there in 1914. We are a typical mining operation, being defi- 
nitely classified as small business as we employ on the average about 
200 men and never over 230 employees. We operate both underground 
mines and open pits aid mill from 400 to 500 tons per 24-hour period. 
Our ore is low grade in tungsten content, but due to efficient milling 
our recovery of tungsten is such that we have been able to remain in 
business. 

Our costs have been increasing steadily in recent years with labor 
costs up over 100 per cent since 1948 and material and supply costs up 
almost as much. Our operation is typical of others in the industry 
except as to size. There are several larger operations but most are 
smaller varying from one prospector to several partners and then on 
to those employing a few men and on up to operations with capacity 
of 100 to 150 tons per clay employ ing from 30 to 50 « mployees. 

I believe I am correct in stating that none of the tungsten producers 
in the United States employ over 350 men. 

Problems of the industry that must be met: 

The domestic tungsten program of GSA must be extended for 2 
years after July 1, 1956, which is the expiration date of the present 
program. Foreign contracts for tungsten were made for 7 years and 
we feel that the domestic producer is entitled to qui il cor nadia’ ation 
as it is our tax money that is making funds available for foreign put 
chases. Approxim: ately 85.000 units have be en =r livered to th ie Gov 
ernment against the 3 million unit goal as of the end of . Even 
if all domestic production went to the Goveninndit which fs fact it 
does not, the 3 million unit goal could not be met by July 1, 1956. 

I might add right there it could not be met by J ly 1. 1958. or with 
a 2-year extension. 

Many producers feel that they would have more incentive to go 
ahead if they had a definite written contract with the Governmen 
instead of the post-card contract which is all any domestic producer 
has under the domestic tungsten program. 

The present duty of $7.98 per short ton unit of WO, must be 
iditiatnall in effect and this tariff not reduced in any further recipro- 
eal- tr: ade agreeme nt. If the domestic mines are to continue to operate 
and to compete with foreign tungsten in the United State mark et, 
this duty must be retained. Foreign labor costs are so much lower 
than those in the United States that without the tariff there Soule be 
no domestic mining of tungsten, and in times of emergency or war we 
would not have the domestic tungsten industry to fall back upon. 

4. A more vigorous domestic policy for mining should be inaugu- 
rated and less credence given t to the “have-not” theories which have 
been the policy for so many years. The theory behind saving our 
metals in the ground for some future emergenc y is very weak as when 
the metals are needed the need is immediate and not a yea! or 2 or 5 
awi uy. which is how long it takes to get a mine operating. 

With regard to taxes, the present depletion r: ates must be con- 
io if new ore bodies and mines are to be developed. The exemp- 





224 PROBLEMS IN THE METAL-MINING INDUSTRY 


tion of the strategic and critical mines from the excess-profits tax 
is a must to assure production increases when needed. 

That is my prepared statement, Mr. Chairman. I will be glad to 
answer any questions that any of you might have on that. 

Mr. Rreniuman. Mr. McCulloch? 

Mr. McCuut.ocn. Your company, then, has no firm contracts with 
the Government for the delivery of tungsten ¢ 

Mr. Srcerstrom. Under the tungsten program, I might state there 
are no firm contracts for domestic producers. They are all on the 
basis of a post card. As of July 1, 1951, a form letter was sent out 
that anyone sending in within so many days a post card stating that 
the y wanted to partic ipate in the domestic tungsten program, all the “V 
had to do was to send in a penny post card, in those days, which we 
all did. Some of us went to the trouble to write a 3-cent letter to do it. 

Anyway, to cap that off, all that we have back is a 2-cent post card 
in some cases, and a 1-cent in others, from the GSA, saying that our 
application had been received and honored, and that we can partici- 
pate in the program. But we have no assurance as to cancellation 
or anything else. 

For example, you take the 7- and 10-year foreign contracts which 
are written. I have seen several of them. They run 7 or 8 single- 
spaced pages and there are provisions made in there that a man can 
depend upon. Foreigners all laugh at us Americans. We were visited 
not long ago by some Aus tralian tungsten producers, and ene of 
these men had formerly lived in Michigan. He told me, “I never 
knew there were so many damn fools in America.” I said, Wy hy?” 
He said, “You fellows only have a post card and here we have a 7- 
page contr act.” 

Mr. Rrentman. Could I interrupt there a minute? One big prob- 
lem we have had and one of the big complaints we have had constantly 
has been the redtape that we had to go through in the Government, 
and all the typical forms you had to make up. I suppose this was 
one step in the right direction to expedite that procedure. 

Mr. Srecerstrom. I imagine so. But it does, as you gentlemen can 
see, it leaves the domestic producer out on a limb as to what he does 
have and what he does not have. 

Mr. Rreuumay. Is it the truth, though, that they have formulated 
a program to extend over a period of 5 years? 

Mr. Secerstrom. That is very true. 

Mr. Rreniman. If you have been invited to participate in it, and 
you have a post card saying you have registered and can participate, 
how much more do you need ? 

Mr. Rieutman. As a Member of Congress, however, when the an- 
nual appropriation comes up to meet the costs on those, the ears can 
be cut off at any time. 

Mr. Hosmer. That would probably be true with any type of con- 
tract, whether it was post card of a 10-page contract. 

Mr. Secerstrom. It was true in World War IT when metals reserve 
contracts were made, because there they did provide for certain 
lengths and did provide for cancellation clauses. 

Mr. McCutiocn. Do you know with what foreign producers our 
Government has contracts ? 

Mr. Secersrrom. To my direct knowledge, it is King Island, off 
the coast of Australia, and Korea. 
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Mr. McCou.oca. The largest is with Korea ? 

Mr. Srerrstrom. Yes, sir, that is 10 years, and not 7, as in the 
case of the others, but 10 years. 

Mr. McCuuxocn. Do you think the Government would be more 
likely to cancel a contract with a domestic producer that it would 
with a foreign nation or foreign producer ¢ 

Mr. SreGerstrom. Certainly they are in a better position to do it 
with only a post card standing out against them. 

Mr. Rrentman. We have one gentleman standing here. 

Mr. Braprorp. I am Mr. Bradford. I am the regional director of 
the General Services Administration for the southwest of the State. 
Mr. Segerstrom has a contract with my manual signature on it and so 
do 2,244 other domestic producers of tungsten in this region. We 
didn’t send him a postcard, we sent him a certificate which my lawyer 
says is a binding contract on the Government, and they are all manu 
ally signed by me. 

Mr. Secerstrom. From a legal standpoint, the attorneys for some 
of the producers are not very happy over the status of the situation, 
and that is one thing that I was trying to put over. The main point lL 
am trying to make is, point is, point No. 1, that the domestic-tungsten 
program of GSA should be extended for a 2-year period, at least to 
put us on a par with the majority of the foreign contractors. That 
can be done without any additional funds, without any additional 
costs to the Government, and it will give the domestic producer a lot 
more impetus to go ahead and develop some of these properties that 
are not yet getting into what you could call really, real production. 
That has been investigated very thoroughly, and there are several 
bills in the House and in the Senate to extend that program for 2 
years. 

Mr. Rreauman. What it really does, it guarantees a floor under the 
price, stabilizing it at $63 per short ton. Is that correct? 

Mr. Secerstrom. Short-ton unit; yes. 

Mr. RieH~mMan. We would like to know if that is the same price they 
are paying for the foreign product. j 

Mr. Secerstrom. The foreign-product contracts vary. Many of 
them are made at a lower figure. Say $63, and they take $8 off for 
duty, making them $55, and when it goes into the stockpile, the duty is 
not payable. That isexempt. So that most of the foreign contracts 
we have heard about and have seen, they are at $55. 

Mr. Riemi~man. And you are getting practically a premium of $8 
over what they are paying. 

Mr. Secersrrom. No, sir; we are not getting a premium. They are 
just being exempted, the Government is, on that particular material 
that goes directly to the stockpile. 

Mr. Rren_man. Have you ever received more than $63 per short 
ton ¢ 

Mr. Secerstrom. Yes, sir. The market? 1952, early as 1952, was 
as high as $55, the ceiling price set by OPS. 

Mr. Riewi~man. Do you feel if this floor was not under there, that 
the price would be under $63 ? 

Mr. Secerstrom. I don’t have any doubt about it. The foreign price 
today, c. i. f. New York, before duty, is $40 to $41. As was said 
earlier, what is happening in tungsten is happening in other metals. 
Starting in December, England and other foreign countries that built 
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up reserves began dumping these metals. England was the greatest 
world purchaser outside of the United States, in the free world prior 
to the end of 1952, and acquired a substantial stockpile of various 
metals, tungsten being one of them. Starting in December of last 
ye ar, they began dumping those reserves into the United States and 
have forced the price down, the world price, down to $40 to $41, before 
duty. 

Mr. McCuttocn. Does your contract contain a condition which 
make the ultimate price subject to the cost of production ? 

Mr. Srcerstrom. No, sir. It is just a fixed price for 5 years for 3 
million units. 

Mr. McCurxocn. I wonder if some of the contracts with foreign 
producers or foreign governments do not have that condition in their 
contracts ¢ 

Mr. Secersrrom. Well, sir, I have never examined their contracts 
to that extent and don’t pretend to know what they have along that 
phase of it. 

Mr. McCunxocn. I am inclined to believe that is true. At least 
we have some information here that would indicate that that is a fact 
with respect to the Korean contract in any event. 

Mr. Sreerstrom. I believe there are periods of readjustment after 
so many years. They do have a readjustment of costs and recalcula- 
tion of the prices. It might be interesting on that Korean situation 
to know that we have a large number of our Armed Forces protecting 
that property at the present time so it can be placed into the produc- 
tion on a larger scale and kept running as it is at present. 

Mr. Rreniuman. They are producing at the present time? 

Mr. Srcerstrom. They are producing and have been for a number 
of years. But a large number of our milit: ry personnel are diverted 
there to protect that operation. 

Mr. RreutmMan. Haven't they any Korean soldiers that can protect 
that? 

Mr. Srcersrrom. Evidently not. From all reports we have had, 
they are American soldiers. 

Mr. McCunsiocn. I would like to have stricken from the record, 
because it appears to be in error, that the price of the Korean tungsten 
is not variable in accordance with the cost of production. My state- 
ment is in error and I would like to have it stricken. 

Mr. Rreniman. It will be done. 

Mr. Hosarer. In connection with the contracts that you are worried, 
it is not the contracts themselves, but you feel that the domestic pro- 
gram is not set up for the same length of time as the foreign-purchase 
program? That is the essence of your objection; is it not? 

Mr. Srcerstrom. That is correct; yes, sir. 

Mr. Hosmer. Now one other question: We have heard testimony, 
and many statements, to the effect that what we are trying to do is to 
get our domestic supply of metals sufficient to take care of the United 
States of America in the case of emergencies. What percentage of 
the tungsten consumption in the United States do you feel would be 
the proper percentage to achieve this goal ? 

Mr. Secerstrom. I think that if you go back to the table that I gave 
you, Mr. Hosmer—— 

Mr. Hosmer. That is what brought that question up. It is very 
interesting. It seemed to have increased in 1952 to where we are 
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supplying 99 percent from domestic sources. Is that a satisfactory 
figure ¢ 

Mr. Sreerstrom. It most certainly is. But it must be realized 
the same time that the consumption fell about 3,000 tons from 1951. 
So I wouldn’t call the consumption figure a norm: - Sane 

Mr. Hosmer. Can you give us some kind of a general figure th: 
you feel would be adequate for the interests of thie comakeet 

Mr. Sxcersirom. Well, as you can see, the peak consumption year 
was 1943. In that year, the United States produced 12.055 tons, or 59 
percent. In other words, somewhere around 60 percent is about 
where the optimum figure that you would get from all the figures that 
you would gather on this partic ‘ular subject would be. In other words . 
if the conditions were right. 

Mr. Hosmer. Well, roughly two-thirds of the needs of the country 
should come from domestic sources, is that it ¢ 

Mr. Secersrrom. I don’t say that roughly two-thirds should. 1 
think that if we can become even more independent than that, it would 
be to the benefit of the country in the long run. However, the figures 
don’t lie, and they do show that around 60 percent is about where 
the optimum figure is under normal corisumption. 

Mr. Hosmer. Do you feel perhaps we are making a mistake when we 
use a percentage figure instead of taking a certain tonnage figure as 
the striking goal for our domestic production and consumption ‘ 

Mr. Srecersrrom. I definitely do. All the goals of the defense ma 
terials procurement agency are based on tonnage rather than percent 
age. 

“Mr. Hosmer. And you think that is proper? 

Mr. Secersrrom. I do. They have their goal set for figures that 
would extend, they hope, to get domestic production as high as a mil 
lion units a year. 

Mr. Hosmer. Do you mean a million tons ? 

Mr. Secrerstrom. No, a million units, which is 16,667 tons. 

Mr. Hosmer. You feel, then, that the 16,667 units is the production 
figure for which the United States should strike at for domestic ton- 
nage ? 

Mr. Srecerstrom. I feel that it is a very realistic figure and: has 
been—— 

Mr. Hosmer. That figure is more than double 1952 production. 

Mr. Secerstrom. That is correct. 

Mr. Hosmer. And greater than the production ot any period at all, 
isn’t it? 

Mr. Secerstrom. Yes, sir. 

Mr. Hosmer. In fact, it is greater than the consumption figure for 
all but about 3 years? 

Mr. Secersrrom. That is right. 

Mr. Hosmer. Then what demand do you base this increased figure 
upon ? 

Mr. Secerstrom. Early in the Korean war, tungsten was so short 
that they had to put restrictions in its use for high-speed steel and 
tungsten carbide. When MacArthur called for armor-piercing bul 
lets to halt the tanks coming down from North Korea, there was not 
enough tungsten available to meet his program on the number of shells 
that the various branches ef the army felt would be needed to meet 
that. 
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Mr. Hosmer. That has been met how? 

Mr. Secerstrom. That has been met now, but it couldn’t be met at 
that time. 

Mr. Hosmer. It has been met with the domestic production here in 
1952 of 9,072 tons. That does not jibe with this 16,667. 

Mr. SecerstroM. Because the Army program was never put into 
operation because there was never enough tungsten available. 

Mr. RrenimMan. We have a gentleman bac k there very anxious to 
rive us some information. 

Mr. Wiutston. I might help a little bit. The Army’s requirements 
for tungsten were so much higher than the available supply that they 
had to chop the Army’s requirements in very small pieces to get it 
down within an approachable limit. The Army’s requirements for 
tungsten went from 20 million to 30 million pounds annually. There 
isn’t anywhere near that much available. 

So the percentage increase went through on only the most vital uses 
and they had to greatly curtail their desires as far as additional tung- 
sten was concerned. 

Mr. Hosmer. Have we an overall tungsten shortage of some 7,600 
or roughly 7,000 tons a year in this country ¢ 

Mr. Wituiston. Mr. West may have some additional information 
on that tungsten factor. But their curtailment has been taken care 
of by contracts on tungsten from abroad to fill the stockpile which may 

or may not be ave ailable in time of emergency of warfare. We have a 
7-year contract, as was pointed out, with King Island. We have a 
commitment for additional tungsten os Korea. We won't get that 
if we really need it, and if we do get it, it is a sign we don’t need it. 
That is how we are taking care of the toctepile commitment figure of 
some 78 percent. 

Mr. Hosmer. We are trying to get at some realistic figure here. 
If we go back to Washington and pick this 16,000 figure and it doesn’t 
jibe with some of the experiences, it is not of service to the industry. 
It just has jumped so high, that is why I questioned it. 

Mr. Seerrstrom. That, as I say, is the goal that was set by the vari- 
ous Government agencies and transmitted to DMPA to try and reach. 

Mr. Hosmer. Is it not true that the overestimates of Government 
agencies in connection with this Korean business and the steps that 
were taken to increase production based on these estimates has been 
one cause of the glut in the market for some of the metals today, caus- 
ing the price drops and the closing down of some mines ? 

Mr. Srcersrrom. It probably can be reflected back to some of them. 

Mr. West. The glut of tungsten is caused entirely by the Defense 
Department not having carried out their program for armor-piercing 
projectiles. There is a terrific shortage of them now. I think Sen- 
stor Smith’s committee is bringing it out in Washington. ‘The Armed 
Forces are in worse shape today on armor-piercing projectiles than 
the country has ever been in. And the Armed Forces only use 
approximately 20 percent of the anticipated tungsten and the required 
tungsten, if our ammunition supplies were in proper shape. 

Mr. Hosmer. Would this be correct: Mr. Segerstrom’s 16,000 figure 
here is based on fighting-war necessities, rather than general con- 
sumption ¢ 

Mr. Wesr. The consumption probably would have been in the 
neighborhood of 25,000 tons instead of 16,000, if the Army had gone 
through with their program. 


£ 
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Mr. Hosmer. Well, aside from your military operations of an 
active nature, these figures that you have given us are based on that 
rather than a normal consumption, is that correct / 

Mr. West. The military use would be more than 50 percent of all 
the tungsten used. In order to conserve tungsten for the military, 
because of this expected large demand, they cut down on tungsten in 
all high-speed tools, carbides, and such types of materials. They put 
in a substitute, molybdenum tools, which takes just twice as long to 
do the same job on heavy equipment, on a 10-inch shell, for imstance, 
as it would with a carbide tool. That means twice as many machine 
tools, twice as many man-hours. So the country has suffered for the 
last 4 years because of this mixup in the tungsten program caused 
entirely by the Defense Department. 

Mr. Hosmer. One of the basic reasons for my question is this: You 
gentlemen have reiterated that the policies of the Government in con 
nection with metals should be more than a short range, makeshift, 
week to week or even year to year affair. We cannot make a long- 
range policy if we don’t take into consideration that there might be 
the posibility of a greatly increased demand for tungsten in a hot 
war asagainst ac old war, and these other things. 

Mr. West. The civil agencies in Washington or the Government 
agencies, handled by civilians, such as GSA, DMPA, and so forth, 
have done a very splendid job trying to solve the tungsten program. 
But if the user of 50 percent of all the tungsten cannot make up his 
mind what he is going to do, how much he is going to use and when 
he wants it, it is almost an impossible task for anybody to set up a 
program. 

Mr. Hosmer. I think you made a pretty good statement there. 

Mr. Rrentman. Do you have any other questions ? 

Mr. Hosmer. No, sir. 

Mr. McCutxiocn. No questions. 

Mr. Rrenuman. Mr. Counsel? 

Mr. Hinton. No, sir. 

Mr. Rreutman. Thank you, sir. 

Our next witness is James P. Bradley. Will you identify yourself 
for the record, please. 


STATEMENT OF JAMES P. BRADLEY, VICE PRESIDENT, BRADLEY 
MINING CO., SAN FRANCISCO, CALIF. 


Mr. Braptey. James P. Bradley, vice president of the Bradley 
Mining Co. We operate a tungsten mine in Idaho, have a shutdown 
antimony mine in Idaho, and own closed down mereury mines in 
Nevada and California. At present we have about 134 employees, 
and when our mines are all going we have about 600 employees. 

Mr. Rreutman. Do you have a prepared statement? Do you want 
to insert it in the record and summarize, or would you prefer to 
read it? 

Mr. Bravtey. I would prefer to read it, if I may. I would like 
first to answer a couple of questions that Mr. Hinton raised. 

I would like to say that these monthly mimeographed statemer 
put out by the Bureau of Mines on strategic metals are very prompt] 
available and are quite accurate and very helpful to indus stry. W 
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already have the report for January 1953, on antimony. I hope that 
service can be continued. It is a great help to small industry. 

I would like to answer another question. Mr. Hinton also asked 
about the percentage of antimony production that came from North 
America as compared to the rest of the world. In the year 1952, total 
North American production was 35.4 percent of our supplies, All 
other sources were 64.6 percent. Of that 35.4, the United States sup- 
plied 12.6, Canada zero, Mexico 22.8. In the month of January of 
this year, the outside sources, that is, other than North America, 
accounted for 87.7 per cent of our supplies and total North America 
was 12.3, of which Mexico, Canada, and United States of America 
were zero. Those are terms of percent for all antimony production. 

Mr. Hosmer. When was the United States production zero / 

Mr. Braptey. For the month of January 1953. I would like to read 
a prepared paper. If I have your permission, I would like to add a 
couple of supplementary remarks of explanation. 

Mr. Rieuiman. That will be satisfactory. 

Mr. Braptey. I am pleased to have the opportunity of presenting 
to the House Select Small Business Committee some of the serious 
problems concerning our Nation’s supply of primary antimony from 
both domestic and foreign sources, 

I would like to add a statement here that in explanation of primary 
antimony, primary antimony is the antimony produced in the mines, 
compared to secondary or scrap antimony. Most of the uses, that is, 
the important uses for military purposes, have to depend upon primary 
antimony and cannot have the scrap or secondary material. 

Mr. Rrentman. What isthe secondary used for ? 

Mr. Brapiey. The secondary material is mostly scrap battery plates, 
which is a circulating load of antimony that comes back and mainly 
goes into batteries again. It is always circulating. You might find 
it at any peony at some of the lead smelters, say they have a glut of 
antimony, or antimony is running out of their ears, whereas actually 
the supply of primary antimony might be very short. So it is rather 
confusing at times on that point. 

Domestic mine production of antimony started to fall off in the 
summer of 1952 and by the end of the year was completely shut down. 
The reason for this complete shutdown was the depressed antimony 
market caused by heavy liquidations of foreign antimony inventories. 
The United States Bureau of Mines reports no domestic production for 
the last few months and I therefore believe that the antimony industry 
can be truly classified as small business and that its problems are 
worthy of consideration by your committee. 

I will first give the highlights of the antimony situation and will 
later cover the various points in more detail. Following is a brief 
statistical summary of antimony (with figures stated in round 
numbers) : 

The normal U “ag States peacetime requirements in short tons of 
antimony per year is 15,000. United States wartime requirements, 
10,000, based on World War II peak rate use. The current rate of 
United States mine production is nil. Principal sources of United 
States imports, in order of importance, are Bolivia, Mexico, and the 
Union of South Africa. 

Status of United States strategic stockpile: It is estimated by 
industry that the stockpile contains about 20,000 tons of primary 
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antimony. This is equivalent to only 6 months’ consumption at th 
World War LI peak rate of consumption. 

Deficit in United States supply during 1952 and 1953: Total Unites 
States industrial inventories of primary antimony declined 1,270 
tons during the year 1952 and fell off 371 tons in January 1953. These 
inventory declines are indicative of the excess of consumption ove 
total supply, total supply being imports plus domestic production. 

Our country has always been dependent upon imports for the greater 
part of its primary antimony supplies and in recent years we have 
had to rely on foreign sources for about 80 percent of our needs 
However, with domestic mine production complet ly shut down, we 
are now 100 percent dependent on imports for our primary antimony 
requirements. 

In addition to the complete curtailment of domestic mine output, 
there was also a sharp drop of antimony mine production in other free 
world countries, commencing in 1952. It is now apparent that current 
free world output of primary antimony is well below current free 
world consumption and that an important percentage of free world 
supplies is therefore coming from declining inventories both here and 
abroad. 

The United States is in the dangerous position of being dependent 
upon far off and uncertain sources for the greater part of its primary 
antimony imports at a time when our national stockpile has been 
built up to only a 6 months’ wartime supply. Moreover, there has 
actually been a deficit in supply in 1952 and 1953 and current imports 
are falling short of meeting our present requirements. The situation 
does not look any brighter when it is considered that total United 
States industrial stocks of primary antimony have fallen to the lowest 
level in years. 

Principal foreign sources of primary antimony now available to 
the United States: In view of our present complete dependence on 
imports, it may be best to discuss the principal foreign sources of 
primary antimony now available to the United States before covering 
the domestic picture. 

In the past, China was the principal werld supplier of antimony, 
but this source has not been available to the free world since the 
Communists took over and it does not seem likely that Chinese sup 
plies can be counted on for the foreseeable future. 

Although imports of primary antimony were received from 15 
countries during 1952, about 80 percent of these imports originated in 
three countries, namely Bolivia, Mexico, and the Union of South 
Africa, in the order of importnace. Substantial quantities of anti- 
mony metal and oxide were imported from the United Kingdom and 
Belgium, but smelters in these countries operated on antimony ores 
received from Africa and Bolivia. 

Bolivia has been the chief source of supply of the United States 
in recent years. Due to its extremely serious and worsening politica] 
and economic troubles, Bolivia may not prove to us to be a reliable 
source in the future. Bolivian antimony production has fallen off 
considerably and it is estimated that output in 1953 will be only about 
one-third of the 1951 production, 1951 was a year of normal high out 
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The recent sharp decline in the price has aggravated the Bolivian 
crisis and will no doubt result in this unfortunate country’s becoming 
a more fertile field for communistic agitation and infiltration. 

Mexico has supplied about one-third of our primary antimony im- 
ports during the past few years. Although Mexico is an important 
source of supply for the United States, it is not considered possible 
that Mexican antimony production could be increased to such an ex- 
tent as to make up for any serious interruptions of antimony imports 
from overseas sources. 

Since the end of World War LI, the Union of South Africa has be 
come the leading primary antimony produc er of the free world and in 
1951 accounted for almost 30 percent of the free world’ s output. How- 
ever, practically all of the South African production comes from one 
mine, Consolidated Murchison, and the long term future availability 
from this source is therefore uncertain as the inevitable exhaustion 
of ore reserves by this one mining property must be taken into con 
sideration. This high concentration of production at one property 
also results in a large percentage of the free world’s antimony supply 
being subject to possible sabotage or enemy action. The very danger- 
ous racial unrest as well as reports of increasing communistie in- 
fluence in the Union of South Africa and further uncertainties. 

While on the subject of communism, certainly a most important 
factor to consider in appraising the future reliability of imports from 
both Bolivia and the Union of South Africa, it should not be for- 
gotten that countries dominated by the Communists have not proven to 
be reliable suppliers of strategic materials to the free world. The 
cutting off of manganese shipments from the Soviet Union and of 
antimony and tungsten from China can be cited as outstanding exam- 
ples in their connection. 

Domestic mine and smelter production : There are many deposits of 
antimony ore in the Western States, but the development of domestic 
antimony mining has been held back by unstable market conditions 
and by the almost complete lack of tariff —— antimony in the 
form of ore and concentrates comprises the bulk of imports and is 
duty free; the tariff rates on antimony metal and antimony oxide 
are 2 cents and 1 cent per pound, respectively. It does not seem likely 
that any important future domestic antimony mine production can be 
counted on until such time as producers can look forward to a firm 
market for a long period at adequate prices. 

The principal domestic producer is the Yellow Pine mine and 
smelter at Stibnite, Idaho, operated by the Bradley Mining Co. Be- 
fore shutting down in the summer of 1952, this property had sup- 
plied well over 90 percent of the domestic primary antimony output 
formany years. ‘The productive capacity of the property is equivalent 
to about 20 percent of our country’s peacetime needs or about 10 per- 
cent of our wartime requirements for primary antimony. ‘There are 
no current plans for resumption of mine production. However, 
exploration work financed to the extent of 75 percent by the Defense 
ierals Exploration Administration, is being continued. The Yel- 

vy Pine mine contains about one-half of the known domestic antimony 
ore reserves and the present indications are that the exploration pre- 
gram under the DMEA will result in increasing these reserves. 

I would like to mention that our company is maintaining the Yellow 
Pine smelter in standby condition without any Government assistance. 
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We, of course, cannot continue this standby expense indefinitely, but 
we are hopeful that improved market conditions during the coming 
year may justify reopening the smelter on a partial basis to treat 
some accumulated in-process materials and possibly custom ores also. 
‘This partial program would not include the reactiv: ation of the Yellow 
Pine mine. 

Most of the antimony smelter in the United States have geared their 
operations to Bolivian chemical grade ore and cannot operate on lower 
grade ores. Bolivia is the main free world source of chemical grade 
antimony ore and it is therefore fortunate that there are two large 
antimony smelters in this country at Stibnite, Idaho, and Laredo, Tex., 
which can accept lower grade ores. The smelter at Stibnite, Idaho, 
is particularly well adapted for the treatment of domestic ores, which 
are low grade and complex, and this may prove to be to the national 
advantage in the event that our country is forced to become more 
dependent on domestic sources of antimony in the future. 

Strategic uses of antimony: On account of its unique and physical 
qui alities, there are no adequate substitutes for antimony in its most 
important uses, . 

Approximately 60 percent of the United States consumption of 
primary antimony is in the nonmetallic form—in the flameproofing 
of paints, plastics, and textiles, and also in ceramics, pigments, glass 
et cetera. 

In metallic products, antimony is used mainly as an alloying element 
with lead. Antimony hardens and strengthens lead and also greatly 
improves its corrosion resistance. The most important metallic uses 
are in storage batteries, bearings, type metal, and miscellaneous hard 
lead products. 

The wartime uses for antimony are practically the same as in peat 
time. The difference being that demands for primary antimony are 
enormously increased during wartime. This is especially true in the 
case.of antimony oxide which is used in the flame proofing of paints, 
plastics, and textiles for the military services. For these nonmetallic 
applications, primary antimony must be used and these requirements 
cannot be satisfied by scrap or secondary antimony. 

Development of important new uses: There is a great deal of 1 
search being conducted both by industry and by the Government Gn 
the development of important new uses for antimony in several = 


ferent fields. Some of these new ap plications are of great significance 
because antimony may reps vce or partially replace met - in pu 
supply, such as nickel, germanium, and selenium, and » because 


antimony may perform certain functions better than other  haherinls 
A few of the new developments are still in the secret category, but it 
is possible to make a brief statement on some of the new uses being in 
vestigated for antimony, as follows: 
A compound of antimony with aluminum has recently been proven 
to have electrical properties in semiconductor applications, at least 


as interesting as those of germanium and silicon. This antimony- 
aluminum compound may therefore find wide use in transistors, recti- 


fiers, and other electronic devices. Furthermore, this new compound 
may be superior to germanium for military uses where operation at 
high temperature is ‘Tequired. Germanium breaks down in operation 
at 70 degrees Centigrade, whereas the indications are that this new 
compound may operate at over 300 degrees Centigrade. And for use 
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in airplanes and guided missiles, the new specification is a minimum of 
200 degrees Centigrade. 

It is also of interest to note the price differential—germanium sells 
for about $350 per pound, whereas both antimony and aluminum are 
priced at under 50 cents per pound. 

Based on experimental work to date, there is an excellent possil bility 
that antimony can be developed as a suitable plating on zinc-base die 
castings and also on steel. In these uses, cleats would replace or 
partially replace nickel. 

I would like to point out again that these new uses will have to 
depend upon primary antimony because a high pure antimony is re 
quired and you cannot get that out of secondary or scrap antimony. 

United States stockpile position: Although the Government has 
announced completion of the stockpile goal on antimony, the stock 
pile according to industry estimates contains only 20,000 tons of 
primary antimony or enough to last just 6 months at the World War II 
peak rate of consumption. 

In connection with our country’s stockpile position it is of interest 
to refer to the Government report entitled “Materials Survey Anti- 
mony,” which I have here, compiled for the Materials Offic e, Na- 
tional Security Resources Board by the United States Department of 
the Interior, Bureau of Mines with the cooperation of the Geological 
Survey, March 1951. This report recommended that at least a year’s 
supply of primary antimony be stockpiled, stated the wartime demand 
at 40,000 tons of primary antimony and described our antimony sup 
ply situation as “ prec arious.” These points are covered in the 
following excerpts from the report : 

Chapter S, page 11: 

It would be necessary to have at least a year’s supply of primary antimony 
stockpiled in the United States, and more, if possible, to maintain a steady flow 
to consumers and as a protection against labor difficulties and shipping short 
ages which might develop. However, it is doubtful if this stockpile could be 
built up after the emergency developed, therefore, the most logical plan gould 
be to stockpile in advance. 

Chapter S, page 5: 

United States consumption of primary antimony during 1945, the peak war 
year, was 28,228 tons; the rate of annual demand for the first half of the year 
reached approximately 40,000 tons. 

I would like to explain there that the European war ended in the 
first half of the year, and the Japanese war ended in the latter half 
Therefore, the total year consumption did not reflect the peak rate. 

Chapter ILI, page 

The United States is in a precarious position in regard to antimony supply. 

Also there is a reference here which I did not include. There have 
been some recent theories advanced that this country should also accu- 
mulate stockpiles for our allies in case of war. Chapter S, page 12, 
points out that in an emergency, the United Kingdom and Canada 
may also have to be supplied with their antimony requirements. Pre 
sumably that means we would have to accumulate a larger stockpile. 

Since the publication of “Materials Survey Antimony” in 1951, 
there has been a deterioration in both the domestic and foreign anti- 
mony supply situation and the hazards of our high dependence on 
overseas supplies have increased. It therefore seems reasonable to 
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assume that even a l-year stockpile of primary antimony is danger- 
ously inadequate under present conditions. 

In summary, I wish to point out that unless the national stockpile of 
primary antimony is built up to a safe and realistic figure and unless 
some continuity of comestic production is encouraged, the result may 
he, to quote from the Stoc kpile Act of 1946, “a dangerous and costly 
dependence of the United States upon foreign nations.” 

I respectfully recommend that it would be in the interests of 1 
tional security for the House Select Small Business Committee to ts ie 
whatever steps are necessary to initiate a thorough reevaluation of 
our Nation’s stockpiling program with respect to primary antimony 
and that consideration should be given to the need for maintaining 
some production or at least some productive capa ity in this country. 

That completes my paper. I would like to mention that I didn’t 
make any specific recommendations on what should be done. I think 
it Is quite a problem. I think the first thing to do is to get a realistic 
appraisal of our stockpile. If that was established, I think that would 
alert the various Government agencies dealing with mining as to the 
need for encouraging or stimulating production. In addition to the 
stockpile, there is also the matter of tariffs. There is practically no 
production on domestic mine production, and there is no tariff on anti 
mony ore coming in, and the domestic smelter production has really 
no significance because the foreign producers are always willing to 
knock 1 cent or 2 cents off the price to get the dollars. In connection 
with what could be done, of course, an outstanding example is the 
domestic tungsten program, which has practically doubled our Na 
tion’s production, to raise it from about 40 percent self-sufficiency to 
around 80 percent at present. I would be happy to answer any ques 
tions. 

Mr. RreutmMan. What is the price of antimony coming in from 
foreign countries now? Do you know? 

Mr. Brapiey. That is an interesting question. I believe it is a very 
mixed-up market, and they are generally willing to take whatever 
they can get to obtain the dollars. I believe the Yugoslavian metal 
is being sold at around 26 cents a pound, and most of the foreign 
antimony oxide is sold at around 2714 cents. Of course, most of the 
antimony comes in the form of ore, and _ price of that varies, 
depending upon the grade of the ore. That varies from 12 cents per 
pound contained up to around 18 cents, shanna 

Mr. Rreuiman. I will yield to my colleague because he has a very 
important question that follows right along with what I asked. 

Mr. McCutnocu. What does it cost your company to produce these 
materials with respect to the cost that they have been selling for in 
this country as imports ? 

Mr. Brapiey. Well, we have to determine that because when we 
shut down our mine, we sold all the mining equipment. Ours is an 
open-pit mine and we didn’t know how long it would he down. In 
order to get back into the mining, we would have to reequip the mine 
with shovels and trucks or else have the work contracted. 

Mr. McCuLiocn. What do you think would be the differential if 
you were a going concern how ‘ 

Mr. BRADLEY. W ell, it is hs ird to say. We are nota going concern, 
and our costs have been going up. We have had a recent wage in- 
crease. It is possible that 50 cents a pound would be needed. It is 
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not only a matter of price, it is a matter of how long you are going 
to have that price, whether you can count on selling the material after 
you produce it. That has ‘been the chief drawback i in antimony. It 
has been a very unstable market, and very fluctuating. 

Mr. Rrentman. What is really sums up to is the competition of 
foreign imports have driven you completely out of the market, is 
that correct ? 

Mr. Braptey. That is correct. 
Mr. Rreuitman. Would you identify yourself for the record. 


STATEMENT OF JOHN BRADLEY, BRADLEY MINING CO., SAN 
FRANCISCO, CALIF. 


Mr. Joun Bravery. I would like to add one point there that we 
had some Yugoslavian engineers visit our property at Stibnite, Idaho. 
One was the head metallurgist for Yugoslavia and the other was the 
mining engineer for that company. We went into costs quite thor 
oughly. Their re production costs were about 40 cents a pound. We 
also had a Frenchman visit us who was connected with antimony 
smelters in France, and their cost was 40 cents a pound, We know 
the cost of the firm that paid South Africa for the ore, and their 
smelting costs must have been on the order of 40 cents. Yet all of 
that material is coming into this country well below the reproduction 
costs: The same thing has happened in a different way on lead and 
zinc. It must have been the result of some of our dollars going over 
there to aid them, along with the great desire for the dollars. 

Mr. Rieutmay. Is it not true, in the testimony that you have given 
here, that the imports are not coming from the countries you 
mentioned ? 

Mr. Joun Brapvtey. The present imports are presently from Eng- 
land and Bolivia, England in the finished state and Bolivia in the 
raw state. In the case of England, most of its supply was from the 
South African mine. Yugoslavia has been a contributor in the past, 
but is much smaller than the other shippers. The point is that their 
costs are below ours but still in somewhat the same range. The dis- 
astrous thing is that they see fit during weak periods when there was 
an excess of supply over consumption to, in effect, dump it over here. 

Mr. McCutzocn. Do you have any solution for this committee that 
will equalize that condition ? 

Mr. Jonun Brapiey. Well, a tariff, we will say a 10- or 15-cent per 
pound differential should help, on the finished product. 

Mr. Hosmer. How would that help if it is coming in at 27 cents, and 
a 15-cent tariff would bring it to 42. I believe you estimate that 
about 50 cents is necessary. 

Mr. Joun Braptey. Yes. Well, the present costs do not reflect 
reproduction costs, the present prices do not reflect them. We are 
going through this phase now of a liquidation of inventory. 

Mr. Hosmer. Do you have any idea what the world inventories are 
that are being liquidated ? 

Mr. Joun Brapiey. We only know that in past years about 45,000 
tons per year kept it in balance. The situation seemed stable. 

Mr. Hosmer. That was the prewar free-world consumption ? 

Mr. Joun Braptey. Yes. In 1951 it got out of line. South Africa’s 
production went from a normal of 3,000 tons to around 17. The total 





PROBLEMS IN THE METAL-MINING INDUSTRY 


free-world production, therefore, became on the order of 55 to 60. So 
there was the excess. 

Mr. Hosmer. Do you see in the present dumping, since you are the 
only producer in the country, essentially, or 95 percent of the produc- 
tion, a pattern of an attempt by the international cartels to put you 
out of business, or is this just an economic situation ¢ 

Mr. Joun Brapiey. I can’t help but feel there must be that attempt, 
yes. How real it is, you don’t know. But when you are put out of 
business, you start thinking about everything. ‘These gentlemen 
here asked me to explain reproduction costs. 1 thought I made that 
point clear, that the cost—Il shouldn’t say reproduction, but getting 
back into production and new production, worldwide, we gather 
from everybody else, should be around 40 cents a pound, but in our 
case somewhat higher. 

Mr. Hosmer. You say that your capacity is essentially 20 percent 
of the country’s requirements. Is that the peacetime requirement, 10,- 
000 tons, or the wartime requirement of 40,000? 

Mr. James Brapiey. That is the peacetime requirement. 

Mr. Hosmer. In other words, your capacity is 10,000 tons a year. 

Mr. James Braptey. No, it would be roughly 3,000 tons. 

Mr. Hosmer. That would be at 50 cents a pound, that your require- 
ments would be satisfied, and your total output taken up, is that 
right? 

Mr. James Brapiey. Well, we are not sure, because as I say, we 
would have to redetermine all of our costs. 

Mr. Hosmer. If that 50-cent figure were right? 

Mr. James Brapiey. Yes, if that 50-cent figure was right. You are 
speaking of Yugoslavia. We did not mention that among the princi- 
pal suppliers. Out of approximately 13,000 tons of imports, Yugo- 
slavia shipped in 803 tons of metal, but most of that came in at the 
time when it hurt the market very much because they were willing to 
take anything they could get for dollars. 

Mr. Hosmer. You painted a pretty rosy picture of this substitute 
just of germanium. But, as a matter of fact, the requirements are for 
very small amounts even to satisfy the transistor requirements of the 
whole country. So that wouldn’t help much, would it ? 

Mr. JAMES Braptey. We are given reason to believe by the Batelle 
Memorial Institute that is doing the research, that this might develop 
into a very wide use, because there are many places where you can 
use this new compound where germanium cannot be used. 

Mr. Hosmer. Isn’t it a fact that the amount in a transitor is very 
small? 

Mr. James Brapiey. Yes, it is about two-tenths of a gram. How- 
ever, there are many other uses besides transistor. The whole field is 
still in its infancy. 

Mr. Rreutman. It certainly is in germanium, isn’t it ? 

Mr. James Braptey. Yes. The use has been held back partly be- 
cause of price and partly because of limited availability and partly 
because it will not function at high temperature. 

Mr. Rrentman. Have you any other questions? 

Mr. McCutxocn. I would like to have an explanation of your 
statement on page 2 that there has been in effect a drastic reduction 
in industrial inventories of antimony when the price has been at such a 
low level. How can you explain that ? 
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Mr. James Braptey. Well, that is a matter of consumer psychology. 
When they see the price going down, they hold back buying and dig 
into their inventories for their own use, hoping to get a lower price, 
eventually. 

Mr. McCuttocn. How long do you think that is going to continue ¢ 

Mr. James Braptey. Well, that isa problem. It can only go so far, 
and then the whole market will reverse, and make a sharp reverse the 
other way. That has been the history of the antimony market. It 
seems to go in cycles of approximately 2 years. It is really a feast-or- 
famine market. 

Mr. McCutsocn. And when these inventories are exhausted and 
you are not in a position to help supply the need, then the price is going 
to shoot skyward. 

Mr. James Brapiey. Yes, sir. And the Bolivians are having trouble. 
So it looks like it might be a very serious situation even in peace 
time. 

Mr. McCunzocu. I have asked this question of a good many wit- 
nesses, and I would like to ask it of you because I think it is of con- 
siderable importance: Is it your studied and sincere judgment that 
this relief which you have recommended in the long run will not cost 
the American people more than doing nothing or maybe not as much ? 

Mr. James Braptey. That is correct, sir. We believe that if there 
‘ould be some continuity of production in this country, it would make 
a cheaper antimony over a period of years for the consumers. 

Mr. McCuttocu. And that is your unselfish opinion on that 4 

Mr. James. Brapiey. Yes, sir. 

Mr. Hosmer. I noticed there is a good deal more production of most 
of these other metals in the United States than in the case of antimony. 
Is that due to the rarity of the metal in the natural state here, or the 
fact that it has not been a market that has been profitable enough for 
more firms to get into? 

Mr. JAmes Brapiey. Well, it is due mainly to the fact that it is such 
in unstable market and there is no relative tariff protection. 

Mr. Hosmer. Do you know whether or not there are deposits in this 
country that are available and could be used to get us anywhere near 
our domestic requirements ? 

Mr. James Brapiey. There are many deposits in this country, but 
it would be very difficult to get us near our requirements. I think we 
are also going to be dependent to a large degree on foreign sources, un- 
fortunately. 

Mr. Hosmer. I want to ask the same question of you as I did the 
previous witness. What percentage of your requirements do vou think 
it would be wise for us to strike at from a national security stand- 
point ¢ 

Mr. James Brapiey. Well, that is difficult to say. We are so heavily 
dependent on overseas sources. Last year overseas supplied about two- 
thirds of our material. F 

Mr. Hosmer. Of necessity, then, stockpiling would be more im- 
portant in connection with this metal than some of the others? 

Mr. James Brapiey. Yes. We sincerely believe that, partly because 
the wartime requirements just about tripled and also because it is 
more difficult to obtain the regular sources. 

Mr. McCvtiocn. T understand that you have been doing, and prob- 
ably are ina position to do, some custom smelting ? 
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Mr. James Brapiey. Yes, that is correct. We have not done any 
custom smelting but we have thought about it. Our smelter is now 
shut down. If we opened it up on our own accumulated in-process 
material, we would be in a position to do some custom smelting. I 
might also mention, and I think I mentioned it, that we have a very 
flexible plant and can handle all types of antimony ores. It is recog- 
nized by Government agencies as a key defense facility for that reason 

Mr. McCutsocn. I was going to ask had you been doing custom 
smelting. That was the first question. But do you know whether o1 
not the very small producers have had any complaints against the 
smelters for excessive charges or takers or whatnot? 

Mr. James Brapiey. No, I think their only complaint is a lack of 
market. Normally the market for antimony and 50 percent ore 
about one-half of the going metal price. But the antimony market 
is usually abnormal. Either there is not enough to go around or just 
the opposite. 

Mr. McCutiocu. You know of no small producers who hav 
charged or feel that they are at the merey of the smelters! 

Mr. James Brapiey. Well, no, sir. I have not heard that. Ac 
tually, there is no production and nobody is shipping to the smelter 
at the present. In the case of antimony ore, their selling price to a 
smelter would be dependent upon the competitive foreign ore pric 
It is not based on a smelting charge like lead or zine, it is simply 
paying so much for the antimony in the ore. 

Mr. Rrenuman. Mr. Counsel, have you any questions / 

Mr. Htnron. No, sit 

Mr. Rreneman. Mr. Bradley, you have certainly brought to us a 
very important and interesting subject. I don’t want to lead you 
to believe that we are going to be able to solve it, but we hope that we 
may be able to pass on some information to those who are going to 
make a very thorough study, I hope, in the next few months, of ou 
whole program of foreign trade and reciprocal trade programs, with 
the hope of making some changes and bring about an entire ly dif 
ferent balance than we have at the present time, and which would 
help our own domestic industry. We surely will use the information 
you have given us in the best possible way. 

Mr. James Braptey. Thank you. 

Mr. Rresuman. And we thank you for your contribution, M1 
Bradley 

(The following letter was later received for the record :) 

BRADLEY MINING Co., 
San Francisco, Calif., May 5, 1958 
Re Supplemental Statement on Antimony. 


Hon. WitiiAM §. Him, 
Chairman, House Select Small Business Committee, 
United States House of Representatives, 
Washington, D. C. 

Deak Str: Enclosed is a statement in supplement to my testimony on antimony 
before the House Select Small Business Committee mining hearing in San Fran 
cisco, Calif., on April 25, 1953. This statement gives more detailed answer 
to the committee’s question on the following subject: Estimated consumptior 
of primary antimony in new uses 

The consideration shown by the members of the committee at the San Fr: 
cisco hearing for the problems of the small mining industry was greatly appre 
ciated by all concerned. 

Yours very truly, 
JAMES P. BRADLEY 
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SUPPLEMENTAL STATEMENT BY JAMES P. BRADLEY 


ESTIMATED CONSUMPTION OF PRIMARY ANTIMONY IN NEW USES 


In elaboration of my answer to the question put to me by the committee on 
the above subject, I wish to add the following statement: 

The estimated ultimate United States annual consumption of primary antimony 
in the most important new uses being developed can be summarized as follows: 


Estimated 


ultimate 
Tnited States 
Antimony as a replacement or United : AD 


partial replacement for 


A pplication nual consumption 


of primary ant 
mon 


Tons 
Electronics (Antimonv-aluminum and other! Germanium, silicon, selenium 1, 000 
antimony Compounds). 
Plating Nickel 5, 000-10, 000 
New metallurgical uses New development, not a replace- 5, 000 


ment 


it is important to note that the above new uses for primary antimony (new 
antimony from mine production) will be in addition to the normal United States 
peacetime consumption of primary antimony (15,000 tons annually) and in addi 
tion to the United States wartime requirements for primary antimony (40,000 
tons annually at World War II peak rate of use). 

Secondary antimony (antimony recovered in the form of lead scrap and in 
discarded storage batteries) is reused mainly in storage batteries and in other 

monial lend products and cannot be used in the above new applications where 
antimony of high purity is required. Furthermore, it is not possible to make 
use of secondary antimony in the most important present uses for primary an 
mony (particularly in nonmetallic products which account for the greater part 
of the consumption of primary antimony ). 

The new antimony developments have important civilian as well as military 
applications and I am submitting the following additional information: 
Electronics—Antimony-aluminum and other antimony compounds * 

It is estimated that the consumption of antimony in the fast-growing elec- 
tronics field may eventually reach 1,000 tons per year or more. The possible 
applications are in rectifiers, transistors, photoelectric devices, ete. 

In addition to the research being sponsored at the Battelle Memorial Institute 
by the Bradley Mining Co., investigations of antimony-aluminum (and other 
antimony compounds) are being carried on by other private companies and also 
by agencies of the United States Government. 

The main reasons for the great industrial and governmental interest in the 
newly developed antimony-aluminum compound (and other antimony compounds) 
are as follows: 

(1) The growing need for transistor and rectifier materials that can operate 
at high temperatures—this need being particularly critical in the case of military 
aircraft and guided missiles. The work to date indicates that antimony-alumi- 
num may be superior to both germanium and silicon for high-temperature opera- 
tion in electronic devices. 

(2) Low cost of antimony and aluminum (both metals sell for under 50 cents 
per pound) as compared to $350 per pound for germanium and about $600 per 
pound for high-purity silicon. 

(3) Due to the higher melting point of silicon, the indications are that the 
processing of antimony-aluminum will be simpler than for silicon. 

(4) Limited availability of germanium. 

There is also a possibility that antimony-aluminum may prove superior to 
selenium for use in rectifiers (this is a large tonnage field). 

Plating 


The Bradley Mining Co. is sponsoring research at the Battelle Memorial Insti- 
tute on the use of antimony as a plating material on zine-base diecastings. Suc- 
cessful plating techniques have been worked out and exposure tests are now 






1Compounds of antimony with cadmium, gallium, indium, zinc, ete., are also being 
investigated. Some of these compounds show very interesting possibilities. 
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being prepared. The preliminary results show that antimony plating may prove 
to be more satisfactory than nickel plating on zinc-base diecastings. 

The use of nickel in plating is currently being restricted by the Government 
and the quantity of nickel allowed for this purpose does not produce satisfactory 
plating. Due to these restrictions and in view of the present and indicated 
future shortage of nickel, the automobile companies and others in the plating 
industry have been trying to develop satisfactery substitutes for nickel in plating 
work. Various materials have been tried, but antimony appears to be the most 
promising substitute. While others are investigating the use of antimony as a 
plating on steel, the work at Battelle is being confined to the development of 
antimony as a plating material for zinc-base diecastings. 

New metallurgical uses 

Current investigations indicate an eventual large consumption of antimony 
as an alloying constituent to import useful qualities to some of the new metals 
under development. 

Mr. RreuitmMan, We will take a recess for a few minutes. 

( Brief recess. ) 

Mr. Rreuutman. Before I proceed to call the next witness, I would 
like to reiterate what I said this morning at the opening of this hear- 
ing, which is this: that if there is anyone here whose name we do 
not have on the list to appear as a witness, who has anything that 
he or she would like to say with respect to the problems that are being 
presented here today, we will try and give you a chance to do it. If 
we do not have the time and you have a statement that you would like 
to file with the committee, it will be put into the ree ‘ord and given the 

same consideration as though you inthe an oral presentation. So 
please do not hesitate to contact anyone of the members of our coun- 
sel for the permission of putting that into the record. 

If you do have them and they are here at this time, I would appre 
ciate your presenting them to us and we could glance through them 
and counsel could see whether there might be some pertinent ques 
tions that we might like to ask. Is there anyone present that has a 
statement that they would like to file at the conclusion of the hear- 
ings whose name we do not have here? 

I think this gentleman back here discussed it with me. We will 
be very happy to have your statement, sir. 

Is there anyone else? 

All right, we will proceed to call the next witness, who is Mr. Fay 


Bristol. 


STATEMENT OF FAY I. BRISTOL, PRESIDENT, OREGON MINING 
ASSOCIATION, GRANTS PASS, OREG. 


Mr. Bristot. My name is Fay I. Bristol. I am the president of the 
Oregon Mining Association. I employ 14 men in Red River, Oreg. 
I do have a chrome mine that now employs 2, and when the weather 
improves maybe we will have 8. 

Mr. Rrenitman. Do you have a prepared statement ‘ 

Mr. Bristor. I would like to read it for the record, and I would like 
to read it leaving out a few words and incorporating others. 

Mr. Rreniman. Your problem is with chrome? 

Mr. Bristou. Yes, sir. 

Mr. Rresi_man. All right, you may proceed. 

Mr. Brisron. Mr. Chairman, a little background on chrome pro- 
duction I feel will be in order. The world’s first production came 
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from the State of Maryland, and the ore was used in the manufacture 
of chrome chemicals. Up until the 1860’s all that was needed was 
produced locally in the State of Maryland. The producers then de 
cided to look for other sources of supply. 

They did this by giving samples of chrome ore to the sailing vessels 
- Baltimore Harbor. A prospector on the docks at Crescent City, 

Calif., said he knew where there was some ore like that, and as a result 
world production of chrome for the next 20 years was mostly shipped 
through the Crescent City, ¢ Jalif.. Harbor by small sailing boats 
around South America and into Baltimore. I am now quoting from 
California Journal of Mines and Geology, October 1952 

Del Norte County is the largest producer of lump chromite in the United States 
having a recorded production of over 7,000 long tons. Chromite was first 
mined at the Mountain View mine at High Divide in the early 1860's by the 
Tyson Mining Co., of Baltimore, Md. Approximately 1,500 to 2,000 tons of ore 
were shipped annually from 1860 to 1889 from Crescent City around Cape Horn 
to Baltimore. When the tariff was removed from chromite in 1894 the domestic 
price dropped and Del Norte County production ceased. 

I might add that that was the highest production of chromite as far 
as any considerable use of chromite in the United States is concerned. 

Mr. Rirutman. May I add at this point that if the members of the 
committee or the counsel feel they have a pertinent question, I hope 
you won't object if they interrupt you because I think it is a little more 
effective than to wait for the end. 

Mr. McCutxocn. Mr. Chairman, I have a question there. 

Has the ore exhausted at that time or when the tariff was removed 
was it no longer profitable to operate that mine ¢ 

Mr. Brisrout. That area is now producing more chrome ore than it 
produced at that time. 

Next, chrome production moved to Turkey, which was on the more 

regular shipping lanes. Transportation then became the factor, and 
the chrome mines of northern California closed. It cost $10 to $15 per 
ton more to ship from California than from Turkey. 

It was not until World War I that the chrome mines of Oregon and 
California again became active. Prices skyrocketed, miles of road 
were built by hand labor, and the mines just reaching good production 
when the war ended. The mines thought they had a commitment from 
the Government, and some of their heirs did collect. claims during the 
middle thirties. 

The deposits laid dormant until about 1940. Rustless Iron & Steel 
Co., of Baltimore, Md., started an investigation in 1938, as they were 
worried about the European situation, and desired a source of supply 
in case of emergency. Union Carbide & Carbon Corp. entered the field 
in 1940. In 1941 both of them started buying ore in Oregon and Cali- 
fornia. At the outbreak of hostilities the Federal Government took 
over the supplies of chrome and the Metals Reserve set up a buying 
program, the price eventually reaching $52.80 per ton, f. 0. b. stock- 

piles United States of America, and $65 f. o. b. Turkey. This Metals 

Retns program was set up to be effective 6 months at a time, and 
renewed at the end of each 6 months. The 6 months purchasing pro- 
cram of the Metals Reserve did not result in any development work, 
but merely scratched the surface of the chrome deposits. 

A 2,000-ton mill was constructed at Government expense in Montana 
to produce low-grade concentrates which were not used during the war 
due to their refractory nature. 
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Right at the tail end of the war it was used, some of it, in the manu- 
facture of chromex, but when we needed the chrome badly that process 
did not come into use very highly. 

Most of the chrome produced in Oregon and California went into 
the manufacture of chrome alloys. 

In early 1950 members of the National Minerals Advisory Council 
became interested in what might be done in the way of producing 
chromite under a realistic development program. It was suggested 
that I make an investigation and write a paper on the « ‘hrome situa- 
tion on the west coast, of which the writer was familiar. I wrote the 
following paper, which was published in the Ore Bin, a monthly maga- 
zine published by the Oregon State Department of Geology and Min- 
eral Industry, as follows, and titled “We Can Produce High-Grade 
Chrome Ore”: 

This paper is being written as the United States is undergoing 
partial mobilization to fight a war in Korea with very good chances 
of it breaking out in other parts of the world. 

As of today there is no domestic production of chrome ore in the 
United States. Our stockpile of chrome ore is very short. 

The writer’s background in domestic chrome ore production iS as 
follows: 

Was a chrome ore producer in 1942, 1943, and 1944. 

Was chairman of Military Affairs Committee hearing and an RFC 
hearing held in Grants Pass, Oreg. Out of these meetings came the 
establishment of lecal buying depots for strategic minerals during 
the war. 

President of Oregon Mining Association and member of American 
Institute of Mining and Metallurgical Engineers. 

During the war with Germany and Japan substantial production 
of high-grade chrome was made. The stockpile at Grants Pass, Oreg., 
rece ived : approxim: ite sly 50 percent of the high-grade chrome produced 
and production ¢ ‘ontinued up to and including the spring of 1949 when 
operating costs climbed above the market price. 

This area of chrome-ore producing mines is throughout Jackson, 
Josephine, and Curry Counties in Oregon and Siskiyou and Del Norte 
Counties in California.” All of this country is very rugged. In most 
cases the chrome mines are on high ridges where much snow is encoun 
tered during the winter. Truck hauls will average 60 miles. A 
very few mines can operate during the winter, although the climate 
in the valleys is mild. There are in this area approximately 350 mines 
and prospects from which some chrome ore can be produced. 

Chrome ore occurs in irregular kidneys in the peridotites. The re 
markable thing about these kidneys is that the best place to look for 
another one is in the neighborhood of the one you have just finished 
mining out. It is very rare that a chrome mine has any real tonnage 
blocked out. Development work is the biggest part of the cost. 

The largest producers in World War I were the largest producers 
in World War II, even though most of them were concidered worked 
out in World War I. 

The modern bulldozer opened up many new areas in World War II. 
So today, after producing more chrome ore than was thought pos- 
sible during World War II, there is now more high-grade chrome 
ore indicated than was the case in 1941. 
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In 1941 it was possible to get good miners in this area for $26 per 
week, and they were very good miners, too. The price paid for chrome 
ore during 1942 and 1943 was based on this wage scale. It so happens 
that as of the present, the lumber mills have moved into this area 
and it is enjoying the highest wages in the United States plus a boom. 
The men in the woods are now getting $85 to $100 per week, and it 
has gone up since this paper was written, and are rs same type of 
help needed to mine chrome ore. 

The foregoing are the basic problems of producing chrome ore. 

This area can produce: Thirty thousand tons of metallurgical grade 
chrome ore in 1951; 75,000 tons of metallurgical grade chrome ore in 
1952; 110,000 tons of metallurgical grade c hrome ore in 1953. 

To do this the followi ing must be done: Program made effective by 
September 1, 1950, delivery to be accepted in Gri ants Pass, Oreg., and 


Yreka, Calif., after this date in carload lots and truckload lots by 
January 1, 1951. 


Prices good through 1953. 

In other words, a 3-year program, or a little better than 3 years. 

As the grade of chrome ore delivered will depend more on the price 
structure than anything else. The price must favor the highest grade. 

Basic price: Recommended $120 per long dry ton of 2,240 pounds 
for ores and concentrates analyzing as follows: 

Chromic oxide (CR.O,), 48.00 percent. 

Chromium (Cr) to iron (Fe) ration, 3.00: 1. 

The chromium (Cr) content of any ore or concentrate is 68.4 per- 
cent of the chromic oxide (CR.O,) content. 

Premiums : Chromic oxide content—above 48 percent $5 per ton for 
each 1 percent of chromic oxide content. 

Chromium to iron ratio—above 3 to 1: $5 per ton for each 0.10 to 1 
ratio up to but not exceeding 4 to 1, 

Adopted pric e $4 up and $3 down. 

Penalties: Chromic oxide content—below 48 percent: $4 per ton 
for each 1 percent of chromic oxide content down to and including 40 
percent. 

Chromium to iron ratio—below 3 to 1: $3 per ton for each 0.10 to 1 
ratio down to and including 2 to 1. 

This price schedule means paying approximately $50 per ton pre- 
mium for domestic chrome ore or a total cost to the Nation of $5 mil- 
lion per year to insure a supply of high- gr ade chrome ore. 

During the war with Germany and « Japan over 63 of the first 68 
boats carrying chrome ore to the United States were sunk. This is the 
first year’s shipment for the United States after the war started. So 
the cost of $5 million per 1 million tons would be a real saving. 

Taxes would recover a Sabet antial portion of the $5 million, 

That is the end of the published paper. 

This paper was later revised at the American Mining Congress meet- 
ing in the fall of 1951, at which time Fay W. Libbey, director of the 
Oregon State Department of Geology and Mineral Industries, and 
P. R. Bradley, the chairman of the California Mining Board along 
with Olaf Jenkins, director of the Bureau of Mines of California, met 
with members of the Munitions Board, the National Minerals Advisory 
Council, Bureau of Mines, and Geological Survey. At this time the 
paper was revised to include Montana, and the chrome on the Kenai 
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Peninsula in Alaska, with some recommendation on the beach sands 
of Oregon. 

The chrome program is now almost identical with the recommenda- 
tions made by this group. When the regulations were first issued a 
2,000-ton limit was put on production per mine, and that limited 
anybody from getting anybody to start mining with, which held back 
much major development work. 

In May 1952 this limit was raised to 5,000 ton per mine, and that 
encouraged some more people, and on April 13, 1953, this limit was 
removed. That limited them there, because there were only another 
6 months to go. 

T . other exc eption is the lack of accepting carload lot deliveries 
f. o. b. railheads. This results in the shipping of chrome from Cali- 
fintig to Grants Pass, Oreg., at a cost that varies from $10 to $25 
per ton, which is a complete waste of money and railroad fac ities, 
as the ore is immediately transshipped over the same railroad. 

From the belt of peridotites that extends from south of San Luis 
Obispo, Calif., up through California, Oregon, and on into the State 
of Washington, chrome prospects have become chrome mines. Never 
before has there been a sustained market as at the present time. 
Wherever the roads between the inland valleys and the coast cut these 
peridotites and make transportation possible the mines have developed. 
There are still vast unprospected areas, so with the market assured the 
free enterprise and ingenuity of free Americans has brought the 
chrome program to the ‘followi ing position : 

During 1952 chrome was received from 110 producers. There have 
been 15 new producers in 1953. Making a total of 125 producers of 
metallurgical grade chromite in the United States, who have shipped 
ore during 1952 and 1953. Of this number 22 were from mills that 
have been constructed since the program was started and concentrates 
shipped. Six more mills are nearing completion and will be shipping 
within the next few months. 

Production for the first full year was estimated at 30,000 tons, 
actual production was about 22,000 tons of better grade than anyone 
thought possible. The estimates were made on the basis of a little 
higher price with no limit per mine. Nor did we expect the worst 
winter in 50 years, with the chrome miners plowing snow in July. 
Shipments so far this year are running three times that of last year 
at this time. 

This means that without any Federal assistance—I don’t mean they 
had a price for their chrome but without borrowing money—some 

2,000 tons of mill capacity has been installed, and is either operating or 
ready to operate, to produce metallurgical-grade chrome. <A very 
conservative figure on the investment would be $2,000 per ton of 
installed capacity. Which means that $4 million has been invested 
in small business to produce high-grade chrome. There is only $20 
million inthe program. I don’t see Show they w “y ever get in back. 

The average concentrating ratio is about 3 to 1, which means that 
we can expect production by. late fall of 1953 to reach 500 to 700 tons 
per day of concentrates, or approximately 100,000 tons per year in 
1954. The reason for the 100,000 tons per year is that many of the 
mills will be closing during the winter and there will be numerous 
ones with production and mining problems in their first year of 
operation and that will very materially influence their production. 
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High-grade lump-ore production will not reach the proportions of 
the milling program as it takes much longer to develop a lump-ore 
mine. From the information we were able to obtain from the Muni- 
tions Board and others connected with defense planning, domestic 
produetion of 200,000 tons per year of metallurgical-grade chrome 
would mean that we could fight a war indefinitely and not have to 
divert our Navy to convoy chrome ore. We are rapidly reaching 
this goal, and it can be maintained, if the following recommenda- 
tions are followed: 

1. That a small active strategic metal-mining industry be declared 
a national policy. 

2. That the chrome-purchase program be extended indefinitely, and 
that notice of cancellation can be given any time effective 2 years and 
4 months after the June 30 succeeding the notice of cancellation. 

In other words, the program is to run from 2 years from this June 
80, and the 2 years and 4 months would give the people time to clean 
up and catch their breath and stay in business. 

3. That some limitation be placed on production per property so 
as to eliminate the possibility of overproduction. 

You never know when you might find a big mine. 

!. That the relative price guaranteed on chrome ore after June 30, 
1955, closely approach that now being paid. 

Cost of extending this program and keeping some 200-plus small 
mines running is not near as much as one would think. 

Nearly one-third of the money paid out for chrome comes back to 
the United States Government in the way of taxes. 

I know my business figures out about that way. 

This is about what we are paying over foreign ore where wages 
are measured in cents instead of dollars, and ECA has paid for har- 
bors and railroads to increase chrome production. 

Actually in South Africa, through ECA, they have given them a 
$15 million harbor and $5 million for their railroad, which is just 
equal to the amount of help the domestic mines have had. There is 
a gift, and they get the ore a little cheap, but ours is a program. 

So here is a program that is moving our alloy steel plants back 
to the United States of America from Turkey. It is developing an 
entirely new mining industry. It is making the United States much 
safer. It is developing the resources and the manpower of this coun- 
try. 

But, it must have more time to be successful. 

Let’s not wait until the last minute but tell the chrome-mining in- 
dustry now that they will have more time. Extend the program now. 

Mr. Rreutman. Mr. McCulloch, do you have any questions? 

Mr. McCutxocn. I take it from your statement, Mr. Bristol, that 
you are rather happy at what has been done for the chrome industry ? 

Mr. Brisror. I would say we have received remarkable cooperation 
all the way through from State agencies, Government agencies. The 
red tape was a horrible mess to get through, but generally speaking 
the program that was outlined by getting together the people on the 
west coast, the people in defense agencies, was adopted. 

Mr. MeCcutiocn. Is there any danger of finding ourselves with a 
surplus of chrome if we extend that program for 2 or 3 or 5 additional 
years ¢ 
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Mr. Brisrot. Not if there are some limitations on a mine. This 
paper is practically all on high-grade chrome ore. In Montana the 
Government has given a 9-year contract instead of 3 years that the high 
graders have been given, and using the price at the Grants Pass stoek- 
pile they are getting 3 centsa ton more. They have a firm 9-year con- 
tract to peers e a lower-grade chrome ore, which is very valuable 
for the Nation. It can be used in the chemical tor in refrac- 
tories, and in emergencies it can be used as metallurgical ore. And 
they have been given a mill and all financed and set up by the Govern- 
ment, and with a 9- year contract. They are limited to a thousand 
tons a day capacity. I feel that there should be some limit on the pro- 
duction per property or mining facilities on the west coast here be- 
cause you never know how big a mine you are going to find. We are 
finding some pretty good sized ones. 

Mr. McCutrocn. Do you feel the producers as a whole are willing 
to accept production controls ? 

Mr. Bristo.. To an extent I might say that you might make it a 
sliding scale. As they produce more the price gets less, or something 
like that. I mean the price is very good. To be perfectly frank, the 
price is good. A reasonable operator, with some background and 
mining experience should be able to make a profit. I mean, he might 
have to go and open up 4 or 5 or 6 or maybe 25 of these prospects, but 
he could find 1. 

Mr. RieutmMan. Mr. Hosmer? 

Mr. Hosmer. Is this 28-month figure that you give for the length of 
time for a purchase program strictly applicable to the chrome indus 
try and may or may not be relative in connection with other types of 
metals ? 

Mr. Brisrox. The specific chrome program at the present time ends 
June 30, 1953. 

Mr. Hosmer. You recommend here a definite program with a 2 year 
and 4 month cancellation. Is that the length of programs that we 
should adopt with respect to all other metals, or is this one based upon 
this particular industry ? 

Mr. Bristow. In my opinion, the way to get development of ore in 
a strategic mine is to give a considerable time to development of the 
mine, 

Mr. Hosmer. That is it. Some of the other witnesses today have 
suggested that these programs be something more than a day-to-day 
basis. We, as a committee, would be interested in knowing what is 
the period of time in which these programs should function. 

Mr. Bristow. It is good practice in a mine to try and develop a couple 
of years ahead in your mine, so you know where you are at and what 
you aredoing. Very rarely does a miner ever develop very much over 
2 vears ahead. If a program was extended on the basis of cancella- 
tion at the end of that time, you would have a chance to pull the ore 
that you spent your money developing. 

Mr. Hosmer. That would apply to any other minerals! 

Mr. Brisrot. That would apply to any other mine ieee or 
any of them. 

Mr. McCutxocu. Do you think that cancellation clause would pro- 
tect the Government from a tremendous over-production that might be 
a burden ? 
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Mr. Brisrot. Well, I am the optimist in the chrome business. The 
Bureau of Mines and the Geological Survey, I have a bet with them 
that I hope I don’t have to pay. They said that we would be lucky to 
get, by this time, just a few thousand tons, maybe 5 or 6. They did 
not conceive of the development that has gone on or the grade of ore 
that has come in. It has been very difficult to keep track of it. It is 
growing like Topsy right now; so I wouldn’t know how far it could 
Zo. 

Mr. McCutxocu. But a cancellation clause always is a checkrein. 

Mr. Brisrou. It is, definitely. 

Mr. Remutman. Thank you, Mr. Bristol for your appearance and 
your help. 

Would you identify yourself, please ? 


STATEMENT OF DURAND A. HALL, CASTRO MINING CO., 
SAN FRANCISCO, CALIF. 


Mr. Hautxu. My name is Durand Hall, with the Castro Mining Co., 
this company being the second largest producer during the last war 
and we are again in production. I would like to shift a little of the 
emphasis of what Mr. Bristol said, and it is purely a personal opinion. 
I don’t feel at all optimistic about any overproduction coming from 
Oregon and California. I am sure it can be made a substantial part 
of our contribution to the chrome consumption of the country, but I 
don’t think we have any worries at all about its being overproduced 
here to that extent. 

The next thing I would like to say is this, and this again, I think, 
will be borne out by people that know the industry well: I don’t 
think there is anything that Mr. Bristol has not said, but I think the 
emphasis was perhaps | in the wrong place. Most of the inducement 
made for chrome production by the various governmental depart- 
ments has been inducement to the high-grade producer; that is, the 
producer of lump ore. That is the type of ore that the steelmen like. 
The whole steel business, and ferroalloy, ferrochrome business, was 
placed on obtaining the highest possible standard of chrome from 
foreign sources. I assure you that is not definitive. Buying adequate 
ferrochrome, a good open-hearth alloy steel can be made from the 
lower grade deposits. It has been definitely shown that is true. It 
will have to be at a slightly higher price, but I think it is fairly well 
shown that the price for making these alloys will be far less than 
the high premium prices on chrome. 

The next thing I wish to say is this: In my opinion, in order to 
have a chrome industry in ner nees and Oregon that will con- 
tribute a substantial part to the Nation’s need, you are depending 
upon the chrome mills. I do not believe that the small high-grade 
deposits—I still think they made a wonderful showing in the face of 
the difficulties they have had to contend with, but it is my considered 
opinion that the contribution of the small high-grade deposits in 

California and Oregon are of no great consequence as far as the 
a chrome picture of the country is concerned. The difficulty 
and the failure of the attempts to stimulate chrome and to get a larger 
production has been a failure to understand the difference between 
resources and reserves. The chrome resources, especially in low-grade 
ores, in California, are very considerable, in California and Oregon, 
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too. The reserves are not very great. Perhaps an illustration of what 
I want to put across is that, starting from scratch, with a goat pasture 
on top of a hill, we at Castro, during the last war, produced 100,000 
tons of better than 20-percent ore. These were resources. There are 
no reserves at Castro at this time. Had we not had a realistic program 
and a price set that we knew we could operate with, most of that 
development would not have been made. At the present time, we are 
faced with the same thing at Castro. There has been no inducement, 
none whatsoever, for us to develop our reserves on the basis of the 
Grants Pass program. We have never had a realistic approach to a 
contract from DMPA, because the DMPA point of view has been that 
“You must have developed reserves; you must come back to Wash- 
ington, and then we will set a price with you, not a price ahead of 
time. We will discuss it then with you, and if you will then put up 
a performance bond”—of all things for the mining industry to con- 
sider, a performance bond—*we will then consider what price you can 
have when we have analyzed your costs.” 

But, of course, if you will get the DME to lend you some money and 
develop these reserves, then we will sit down and negotiate a price with 
you. In other words, one department of the Government is suggest 
ing that we borrow money from another department of the Govern 
ment to develop reserves for which we do not know what the price is 
and don’t even know whether we are going to have a contract or not. 

The absurdity of that is made quite apparent by the fact that, had 
we taken that advice and borrowed, say, $25,000 from the taxpayer: 
and put in $25,000 of our own, as this chrome program is a 50-50 
program, we would, say on March 1, have had sufficient tonnage 
developed to be awarded a contract. But on March 11 DMPA an- 
nounced that there would be no more private contracts because funds 
were no longer available at the present time to make them, an absurd 
ity on the face of it. But that has gotten so that today we have no 
program except the Grants Pass program, which ends in 22 months. 
You may say that is a funny thing when you are producing and you 
are going to produce. I say it is purely fortuitous that I am pro- 
ducing. Somebody built a mill nearby us, and with limited amount 
of chrome reserves, and we have an operating contract with them. 
We don’t have to build a mill. 

Otherwise, we would still be closed down; we would not have devel 
oped this extra tonnage that we have, and we would be looking for- 
ward to a very, very glum future. That is really the status of the 
chrome-milling situation in California. There is no inducement for 
a prudent businessman, a prudent mining-business man, to develop 
chrome ore. I think that will be supported by the owners of very 
considerable sized milling-grade properties. You can’t go to business 
property and say you have a Grants Pass price that runs 22 and you 
can’t ship more than 5,000 tons a year, which up until a few days ago 
was the limit. That is about a 50-tons-a-day production on our grade 
of ore, an extremely ineflicient operation: 50 tons a day in an open-pit 
mine. 

So, you see the efforts of the Government today, although they have 
been very successful in other things, have failed completely to induce 
any really—well, I don’t like to run down any of these operators who 
have more nerve than I have—and, believe me, some of them have 
but I have been through this business and I know a lot of them have 
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nerve and have come through. I haven’t that nerve, and I think, if 
they have had some of the experiences that I have had, some of them 
would not have that nerve, either. But that is the situation we are 
faced with at the present moment in the chrome-mining industry here 
on the coast. 

If you want a figure, I would say it is my belief that we could quite 
readily produce 10 or 15 percent if w . had a couple of years to develop 
our resources and maintain a 10 or 15 percent of the country’s need 
and maintain it rather consistently of good grade, acceptable material. 

There is quite a difference between the DMPA being very consistent 
at the start that never again would they take subst: indard chrome; 
never would they accept it. One of their great troubles was in get- 
ting rid of some of this trash that they said Metals Reserve Company 
had purchased. But then they turned -— and made a very large 
contract for 38-percent chrome and a 1.5 chrome-iron ratio in Mon- 
tana which was entirely justified. But i just shows that they changed 
their policy in an emergency of that kind. 

California and Oregon, what they do produce should be of an ex- 
ce aoe grade chromite, although by far the bulk will have to be in 
concentrates, and that requires large investments in roads, in mills, 
and in development. And the development exploration of chrome 
deposits is extremely difficult in many places. It is slow and arduous, 
and diamond drilling in many places, such as San Luis Obispo, is 
not effective, and consequently it is not a simple operation. 

Mr. Rreniman. I am a bit bothered about your attitude and Mr. 
Bristol’s attitude here with respect to this program. 

Mr. Haut. They are almost the same. I think it is a matter of 
emphasis. 

Mr. Bristo. It is a matter of emphasis, entirely. We are almost 
in agreement on practically every point. What I have tried to say in 
this paper is if there is still time in the program, starting on the 13th 
of this month, and if they would accept carload shipments any place 
in the United States, the chrome program would then be as we recom- 
mended it, and would be effective. But to make it effective and get 
production up into the neighborhood of 200,000 tons—150,000, 175,000, 
200,000 tons, which is 15 or 20 percent of our needs—the program has 
to be extended within the next 3 or 4 months. 

Mr. Hau. If this ruling had come up the other day, if that had 
been made when the stockpile was established, it would have pre- 
sented a far different production figure. It was just a matter of the 
pardon coming too late, that is all. 

Mr. Gripert. In connection with that 28-month cancellation clause, 
I think that would be a very minimum, quite aside from the gold 
mining and quicksilver and tungsten. By the time the mill is erected 
and the camp established, 2 years of that would have been exhausted 
and the other 2 or 3 months would not be long enough to regain your 
capital. It would bis more realistic to have a 4- or 5-year c ancellation 
clause in most of them. 

(The following letter was later submitted for the record :) 


San Francisco, Carir., April 28, 1953. 
The House SMALL BusINess CoM MITTEE, 
Room 129, House Office Building, Washington, D.C. 
GENTLEMEN: Pursuant to our conversation in San Francisco at the time of the 
congressional hearing there, I enclose herewith text of an article just completed 
by me for the Engineering and Mining Journal. In the light of the recent hear- 
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ing before your committee certain additions will be made to the text as herein 
submitted. There will, however, be no fundamental changes. 

You will note that I am somewhat conservative with respect to resources of 
chromite ore in the Western States. I do not believe that the market would 
under any circumstances be flooded by domestic chrome concentrates in the fore- 
seeable future, regardless of any Government supvort program. I firmly believe, 
however, that a substantial percentage of the metallurgical chrome requirements 
of the country, perhaps 20 percent, could be filled from western ores (outside 
Mouat) by a long-range policy of Government support. 

As economic policy, I do not favor Government subsidies (tariffs excepted) 
for the mining or any other industry except in times of emergency or in anticipa- 
tion of such. Subsidies tend toward regimentation of industry of which, to our 
misfortune, we have already had quite enough. 

The fact does remain that the mining industry in many respects “is different” 
from all other industries. Once dormant it cannot spring into active performance 
at the sound of a bugle call. This I think your committee must now appreciate 
if it did not do so before the recent hearings. 

I will not go into the matter of tariffs as a means of encouraging domestic 
production of minerals. Your committee is in a far better position than I to 
appraise their effectiveness. Certainly the international ramifications of tariffs 
go far beyond the scope of any individual domestic industry. 

The writer has been a consulting engineer in San Francisco for many years, 
He was a special expert for the United States Shipping Board in World War I 
and consultant in copper, lead, and zine for the United States Geological Survey 
during World War II. A graduate of Williams College, his technical training 
was at the University of Wisconsin and Harvard University. Most of his career 
has been devoted to exploration and the operation of small mines. 

The Castro chrome mine at San Luis Obispo, Calif., of which the writer was 
part owner and operator during World War II and of which he is now part owner 
and sole lessee, was the second largest chrome producer, with the exception of 
Mouat, in the United States during the war. 

Very truly yours, 
DuRAND A. HALL, 


GOVERNMENT Poticy WrirH REsPEcT TO DOMESTIC CHROMITE RESOURCES 


Durand A. Hall 


Inasmuch as DMPA has recently announced that funds are not presently avail- 
able to that agency under the chrome purchase program, announced in letters 
to applicants for contracts last summer, to support individual contracts for 
domestic chrome ore or concentrates, it may be an appropriate time to take stock 
of the domestic chrome situation. The Republican administration must within 
a short time, if it has not already done so, formulate a policy with respect to 
strategic metals of which this country is in short supply, and among which, of 
course, is chromium, 

It is not within the scope of this paper to express an opinion as to whether or 
not the Government is justified in efforts to encourage domestic production of 
chromite. The writer does not pretend to know whether the chrome situation 
is critical or not or under what circumstances it might become so. These are 
questions for top-rank Government policymakers to answer, men who have avail 
able to them all sources of information regarding foreign sources of supply, 
present stockpile reserves, and so forth, and who likewise are in a position to 
appraise the imminence of a shooting war and the effect this might have on 
imports of foreign ores. However, from the standpoint of national security, the 
position is certainly fundamentally the same as it was in August 1952 when the 
last DMPA chrome program was formulated. It seems fair to assume that the 
present Government “economy wave” will influence any policy which involves 
the spending of Government funds in support of mineral production for any but 
essential defense purposes, but it is doubtful that the administration will lower 
its guard because of the recent more conciliatory Russian attitude. 

The present article is concerned primarily with the best method of developing 
and producing a substantial amount of chromite in this country if and when it is 
required. Government policymakers under the previous administration publicly 
announced, as far back as 1951, the Government’s intention to encourage the 
production of domestic chromite, as a critical defense measure. This program 
has, with a single exception proved unsuccessful. It has proved so because a 
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preponderance of Government policymakers have failed to recognize, first, that 
there is a broad distinction between mineral reserves and mineral resources and, 
second, that domestic chrome resources are of concentrating ores, not so-called 
lump or shipping-grade ores. A realistic appraisal of the present domestic 
chrome situation must, therefore, be based upon these two primary considerations 
in order to afford future Government policymakers a background against which 
to estimate the potential of domestic chromite, should such be required either for 
a defense or war program. 

A review of recent Government efforts to encourage production of domestic 
chromite is essential to an understanding of the situation. In early 1951 General 
Services Administration announced the establishment under an act of Congress 
(Public Law 520) of a Government stockpile for chromite ore and concentrates 
at Grants Pass, Oreg. The program established a base price for ore or con- 
centrates f. o. b. the stockpile with premiums and penalties for material above 
or below 48 percent Cr.O; and a 3 to 1 Cr to Fe ratio; the duration of the program 
was originally until June 30, 1955 (with a possible 6 months earlier termination 
by announcement by the Administrator prior to January 1, 1944), or the delivery 
to the stockpile of 200,000 long tons, whichever was the earlier. The minimum 
acceptable grade for ore or concentrates is 42 percent Cr,O; and the minimum 
acceptable chrome to iron ratio is 2 to 1. The original regulation stipulated that 
not more than 2,000 long tons per annum would be accepted from a single 
property “without the approval of the Administrator.” In April 1952, this annual 
quota was increased to 5,000 tons. Until April 1953, applications for larger 
amounts were consistently denied by the Administrator. In April 1953, General 
Services announced the removal of individual quotas and likewise that the 
program would definitely extend until June 30, 1955, unless 200,000 tons were 
received by the stockpile prior to that date. 

As early as February of 1952 DMPA announced unofficially that individual 
contracts would be considered for chrome ore or concentrates outside the Grants 
Pass program and for amounts in excess of 5,000 long tons per annum, It 
placed great emphasis on the point that never again would so-called substandard 
ores be accepted. The price to be paid for ore or concentrates under such con- 
tracts would depend upon an analysis by DMPA of the producer's estimated 
operating costs. Contracts would be granted only after reserves of ore sufficient 
to meet the contract were definitely established. Furthermore, a performance 
bond on the part of the producer was to be an integral part of each contract. 
It was not, however, until August 29, 1952, that funds were actually made 
available to DMPA for negotiating such contracts. It is understood that this 
program provided for the procurement of a substantial tonnage of chrome 
ore and concentrates (in addition, of course, to the 200,000 tons of the Grants 
Pass program) and was for approximately 5 years.’ 

There was, however, one notable exception. On April 21, 1952, DMPA entered 
into a 9-year contract with the American Chrome Co. for the operation of the 
Mouat mine at Stillwater, Mont. This mine had been developed and equipped 
early in the last war by the Government at a cost of some $12 million. Large 
reserves of approximately 20 percent Cr.0O; ore with a very low Cr to Fe ratio 
(about 1 to 1) were fully developed. A 2,000 ton concentrator was constructed 
and the mine fully equipped for underground operations on that scale. Opera- 
tions were conducted by the Anaconda Copper Mining Co. Because of apparently 
assured overseas imports of more acceptable lump ore the Mouat operation was 
closed down in 1943 after a relatively small production (about 143,000 tons). It 
was maintained on a standby basis until the war ended after which, in 1946, the 
entire plant was declared surplus and sold off. (On the basis of about 1 cent 
on the dollar—even tine rails and pipes were pulled out and sold at junk prices.) 

The present contract is for 900,000 long tons of concentrates. Production 
will be at the rate of about 1,000 tons of crude ore per day. The minimum 
grade of acceptable concentrates is 38 percent and the minimum Cr to Fe ratio 
is 1.5 to 1, far below acceptable standards under the Grants Pass program. 
The price to be paid by the Government is approximately equivalent to that 
paid by the Grants Pass schedule when all penalties under this schedule are 
applied; disregarding penalties, however, the price per pound of chromium is 


‘No public announcement of such a program was made but DMPA wrote the writer on 
September 28 that funds were then available and on October 8 he was notified by telegram 
from the Director of the Negotiations Division suggesting that he (the writer) come to 
Washington on October 20 to “discuss a possible chrome production contract. As late 
as January 23, 1953, the same Division wrote that “our requirements  Beegram is sufficiently 
large to accommodate the production indicated by you, provided, et 
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considerably lower. No performance bond was finally written into the contract. 
It is the writer’s understanding, however, that the contract at some future date 
is subject to renegotiation after costs have been established. 

No criticism is offered either of the past Government financed operation hor 
of the present contract. The Mouat deposit is the only large fully developed 
reserve of chromite ore in the United States. It may produce, if needed, perhaps 
15 percent of the annual chrome requirements of this country as the present 
operation can probably be expanded to twice present capacity without unduly 
taxing mine production. It was, in effect, an insurance policy taken out by the 
Government under war conditions when overseas shipments were being seri- 
ously raided by enemy submarine activity. It is today a defense measure against 
the contingency of another war when similar interruptions to overseas deliveries 
might be expected, 

Prior to this time GSA, in 1951, had entered into a contract for 10,000 tons of 
upgraded, briquetted chrome concentrates f. o. b. San Luis Obispo, Calif., at a 
price two-thirds of the Grants Pass schedule, deliveries to begin in 1952. No 
deliveries have as yet been made under this contract but the producers of concen 
trates have been permitted to ship untreated concentrates to Grants Pass, pend- 
ing successful outcome of the upgrading process. So far as the writer knows, 
but one chrome contract * has been written by DMPA under the later program 
(August 1952). (The Mouat contract was much earlier.) It is from this fund 
that DMPA has recently written the writer that “no more funds are available 
to support individual contracts.” 

Why have the Government programs to date failed to substantially increase 
domestic chrome production in California and Oregon? 

The Grants Pass program was deliberately and avowedly written largely 
for the inducement of the small high-grade chrome producer and for his benefit. 
Its original limitation to 2,000 tons annually from any single property is suffi- 
cient evidence of this fact, as no concentrating property of consequence could 
possibly operate under such limitation, especially under the time limitation 
of the program. The recent ruling to permit unlimited annual tonnage from 
a single property came too late to affect potentially large properties requiring 
extensive development and a large mill as no extension of time was made. 
Furthermore, the stockpile was located as nearly as possible to the center of 
the high-grade chrome producing area, and away from larger known low- 
grade resources. A careful appraisal of the information available from Govern- 
ment and other sources would have shown that the potential of acceptable grade 
lump ore in this country is so small that it could have no material effect on a 
defense or war program. Both the United States Bureau of Mines and Geological 
Survey will support this opinion. If this was not clearly evident before it 
certainly must be now after 2 years of the Grants Pass program. During 
World War II, two concentrating plants in California, starting from scratch, 
produced nearly as much chrome as all the high-grade deposits in California and 
Oregon combined. Even under the present limitations of the Grants Pass 
program present deliveries of concentrates to the stockpile largely exceed those 
of lump ore. 

It may be affirmed, therefore, that only a long-range program to encourage the 
development and exploration of concentrating ore resources has a reasonable 
chance to materially increase the domestic chrome supply. Such a program if 
successful would result in a domestic industry “in being’ capable of expansion 
when needed because plants would be already built, roads constructed and 
reserves developed. No such dependence in emergency can be placed upon the 
small high-grade shipper no matter what price the Government offers for ore. 
Furthermore, reserves of shipping grade lump ore cannot, from the nature of ore 
occurrence, be developed against future emergency. 

The time limitations of the Grants Pass program plus the unnecessary trans- 
portation costs from mines to stockpile are the principle deterrents to the develop- 
ment and exploitation of a concentrating chrome industry in California and 
other Western States. The 5,000 ton annual limitation was an added deterrent 
for certain low grade properties of potentially greater size. The Grants Pass 
price schedule, in itself, is sufficiently high and for reasons which will be dis- 
cussed later might even be lowered. It is obvious that no competent mining 
interests would undertake the exploration and development of a property and 
the subsequent building of roads and construction of concentrating plants within 


? This was for 13,000 tons of lump ore from Alaska developed during the last war. The 
ore is to be shipped by barge. The base price is $97 f. 0. b. shipping point 
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the time limitations of the Grants Pass program which until recently might be 
terminated by the end of 1954, and at present is only 6 months later. No enter- 
prise of any consequence could return the capital investment and make a profit 
in this period especially with an output limited to 5,000 tons of concentrates per 
year. Had the program as it stands now been announced when the stockpile 
was established in 1951 a quite different production picture would be presented 
today. Itis at present a case of “the pardon came too late.” 

The announced purpose of the DMPA program of midsummer 1952 (now in- 
operative because “funds are no longer available for individual chrome con- 
tracts”) was to take care of the larger producers. The procedure adopted was 
about as follows: Contract proposals for chrome were submitted for considera- 
tion to the Ferro-Alloys Branch of DMPA on Form —, each proposal was to 
be accompanied by full data on the property, including cost estimates, reserves, 
ete., submitted on General Information Form M 100. After approval by the 
Ferro-Alloys Branch of DMPA, contract proposals were referred to the Negotiat- 
ing Division Committee of DMPA. All contracts for chrome ore or concentrates 
were to be negotiated on the basis of firm commitments as to production by the 
contractors, the price to be established by an analysis of cost estimates. 

The above method might appear equitable from a legal, but it fails completely 
from a mining standpoint and, for reasons which will be later explained, show 
no realistic understanding of the chrome situation. One typical example should 
illustrate this: 

A California mine with which the writer is familiar produced some 27,000 
long tons of concentrates during World War II from approximately 88,000 short 
tons of ore. Production was sold under contract to Metals Reserve Company, 
a Government corporation. Under such contracts, incidentally, no firm commit 
ment based upon proved ore reserves were required nor was a performance bond 
demanded. A firm price was set by Metals Reserve Company and announced. 
Contracts called for a specified tonnage, deliveries to begin on or before a given 
date and be completed before a specified date. The only penalty for nonperform- 
ance was cancellation of contract at the discretion of Metals Reserve Company. 
The merits of the property and the financial status of those financing it were, of 
course, investigated and approved before contracts were let. A simple, workable 
program which encouraged development of chrome resources without demanding 
performance contracts against proved reserves. 

When the end of the war terminated contracts, this mine had approximately 
12,000 tons of proved reserves. In other words, the property starting from 
scratch had developed and mined approximately 100,000 short tons of over 
20 percent chromite ore. (The 120-ton mill was dismantled and sold when con- 
tracts ended in 1945.) In 1952, when the defense program was instituted, it 
would seem reasonable that a mine with this production record might be eligible 
for a contract. Such a contract, however, would have to envisage sufficient time 
to develop enough more ore (in other words, the mine’s resources), to warrant 
construction of a new mill and thereafter, if development proved successful, time 
to construct such a mill. It seems obvious that the first essential to a contract 
to cover such a program would be a firm price and inasmuch as the Government 
is the only market for domestic concentrates, such a price must be established 
by it. 

Under the chrome program of August 1952, as interpreted by the Director of 
the Contract Negotiations Committee, “any contract contemplates firm agree- 
ments to deliver the material contracted for and no price will be negotiated 
unless such commitments are made, and proven ore sufficient to cover the con- 
tract is established.” In other words, the producer is asked to spend his money 
or borrowed money to develop sufficient reserves to fulfill a contract without 
knowing in advance what price he will receive for his product or whether he 
will even get a contract. Without such knowledge he has no idea what tonnage 
and of what grade ore (and consequently what size mill) he must have. 

As a way out of such a dilemma it was suggested by the Contract Negotiations 
Division that exploration funds be borrowed from DMBEA (Defense Materials 
Exploration Agency) to prove reserves sufficient to justify firm commitments. 
In other words, one Government department suggested that another Govern- 
ment department risk the taypayer’s, as well as the individual’s, money to 
develop a commodity for which no price had been established by the only pos- 
sible purchaser, i. e., the Government itself, and for which no assurance was 
given that a contract could or would be written. 

The fallacy, not to say absurdity, of such a policy is made obvious by noting 
the results had the above advice been followed. Suppose $25,000 to develop 








‘ew 


we Sa Te 


PROBLEMS IN THE METAL-MINING INDUSTRY 255 
chromite ore reserves had been borrowed from DMEA and this, together with 
$25,000 of the owners’ money had by the first of March 1952, developed sufficient 
reserves to justify commitments for a contract and that application for such a 
contract had thereupon been filed. On March 11 the Director of Contract Nego- 
tiations Division of DMPA announced that “funds are no longer available to 
this Agency to support individual contracts for chrome and we would not be 
able to enter any arrangements (with you) beyond that which now exists 
through your participation in the Grants Pass program.” joth the owner and 
the taxpayers would have been stuck. 

Such an unrealistic approach to the problems of the domestic chrome industry 
is largely responsible for the increasing opinion both within and outside the 
Government that this country is incapable of meeting a fair portion of its 
chrome requirements in times of emergency. In the writer’s opinion this is not 
the case. It is his firm conviction that with realistic Government encourage- 
ment, California and Oregon could produce at least 10 percent of this country’s 
annual chrome requirements and maintain this production for a period of 
years at a price for chrome concentrates no higher per unit than that established 
by the 10-year Mouat contract, and for a more acceptable metallurgical product. 
Such production could be established by private industry within 2 years if given 
long-range Government support. A special survey of the situation in the field 
by qualified mining representatives of the Government would in a reasonably 
short time either support or reject this opinion. Such a survey might well be 
justified before any long-range Government policy with respect to chrome is 
embarked upon. 

Some hundreds of occurrences of concentrating chromite ore are known in 
California and Oregon. Many of these, of course, will prove to be too small 
in themselves to support profitable milling operations. In certain districts, 
however, a centrally located concentrator would provide an outlet for consider- 
able custom ore from smaller mines. Potentially larger deposits of which there 
are several are for the most part undeveloped for the lack of a long-range 
Government program which would allow time for exploration, development, road 
construction, and mill construction. It is right here that the distinction arises 
between resources and reserves. It is the writer’s opinion after visiting most 
of the chrome-producing districts of the West that these resources, though as 
yet untested, are considerable and could produce, when developed, at least 
10 percent, possibly 20 percent, of this country’s annual metallurgical chrome 
requirements at a price certainly no higher per unit of chrome than is paid at 
present. One more observation should be made. With the exception of the 
Castro Mill at San Luis Obispo and the Rustless Iron Co.’s mill near Willows, 
Calif., both of which were dismantled after the last war, no thoroughly modern 
chrome mill was built on the west coast. Present plants are universally un- 
suited to efficient chrome concentration; recoveries as a whole range from 50 
percent to 65 percent and in most cases are not known. Chrome concentration 
in a well-designed plant should average not less than 85 percent and recoveries 
of 90 percent or more are well within reason. 

Aside from the Mourat contract, Government efforts to bring out domestic 
chromite production have thus far failed of accomplishing any production of 
consequence, At the moment, of course, there is no program beyond that of the 
Grants Pass stockpile. What future policy might succeed? 

Before discussing this subject the writer disclaims sponsorship of any Gov 
ernment “spoon-feeding” program for the mining industry (reasonable tariffs 
excepted) except in times of emergency and for critical defense materials of 
which this country is in very short supply. 

A Government “open” carload-lot purchase program similar to that for 
tungsten and manganese and of about the same duration has been proposed. In 
the case of tungsten this program which is also for less than railroad carlots 
has within 2 years brought a flood of concentrates from large and small pro 
ducers. In the case of managnese it has not proved so successful largely because 
there is litthe manganese ore of acceptable grade available and manganese ores 
are not as amenable to concentration as are those of tungsten and chromite. 
The writer does not claim that such a program would prove as successful for 
chrome as it has for tungsten. There are important differences between the 
two products. Manufacturers of ferro-chrome do not like concentrates when 
they can obtain lump ore; there is apparently a less critical shortage of lump 


*Letter to the writer from John G. Ford, Director, Contract Negotiations Division, 
DMPA 
















































256 PROBLEMS IN THE METAL-MINING INDUSTRY 


chrome from foreign sources than there is of tungsten; deposits of concentrating 
chromite ore are not as widely distributed and as well known as are those of 
tungsten; chromite concentration is frequently a simpler and less expensive 
process but the ratio of concentrates to ore is far greater for chrome and larger 
tonnages are involved. It is, nevertheless, the writer's opinion that a similar 
“open” carlot program for chrome concentrates would within 1 or 2 years 
demonstrate the potential for such ores in California and the rest of the Pacific 
coast and at no greater cost to the Government than programs attempted. 
There would be no actual cost to the Government except for chrome delivered. 

Such a program, however, should not limit production from a single property 
to 5,000 tons per 12-month period without provision for contracts for larger 
amounts if apparent reserves justified. This is obviously too small a quota for 
many milling operations. On an annual basis it would mean about a 50 ton of 
ore per day operation. There would be little inducement to explore for and 
develop larger tonnages, and costs for such limited, intermittent operations 
would be high; 10,000 tons would be a more realistic limitation, and even this 
might prove too small for lower-grade ores, 10 to 12 percent or less. The price 
schedule for such open car shipments would have to be about that of Grants 
l’ass, at least at the outset. The Mouat contract price is less per pound of 
chromium, but approximately the same by Grants Pass standards, and this is 
for a very large tonnage of ore already developed at Government expense and 
the contract is for 9 years. It is hardly to be expected that smaller (and there- 
fore higher cost) undeveloped properties would be encouraged by a much 
lower price. 

As an alternative program or one supplemental to the above, the writer would 
favor a Government program for individual production contracts, provided it 
fills certain requirements. These are: 

(a) Prompt decisive administration without redtape and multiple signatures. 
in this respect the Metals Reserve Company program during the war was a model 
for prompt action and efficiency. 

(b) An established base price for concentrates without respect to cost of pro- 
duction, but with certain tonnage limitations for each contract. A renegotiation 
clause, after a certain tonnage is produced and sold, would not be objectionable. 
By this time a reasonable estimate of production costs should be possible, and 
capital investment for plant and exploration-risks would have been in consider- 
able part, at least, covered. 

(c) Established dates for the start and completion of deliveries under con- 
tract. Failure to perform subject to cancellation of contract but no other penalty. 
No so-called “performance bonds.” Granting of contracts should be based upon 
full data supplied by the applicant supported, if necessary, by field investigation, 
by a Government agency. The merit of the property itself and the financial and 
operating qualifications of the applicant are proper subjects for investigation. 

(d) Government lending agencies would be integrated with Government con- 
tracting agencies. By this is meant that the same Government department or 
departments which are called upon to pass on contract applications should, at the 
same time, pass on the eligibility of the applicant for a development or equip- 
ment loan when and if such is requested. This would save time, duplicated effort 
and expense both on the part of the Government and the property owner. It seems 
apparent that any applicant for a contract should know to what extent he is 
eligible for a loan should his contract be granted. As it stands now, he must 
first get a contract and thereafter go through protracted negotiations with another 
department to obtain a loan, or vice versa. The time element is important 
and frequently discouraging. Furthermore, as has been pointed out, it makes 
absolutely no sense for one Government department to grant a development loan 
on a property when there is no assurance that the product, when it is developed. 
can be contracted for to another Government agency (the only market), or at 
what price. It should be noted that chrome differs in this respect from minerals 
such as copper, lead and zine concentrates for which there is always a market. 
For the Government, therefore, either to lend or spend money to develop chrome 
deposits without an established policy for the purchase of chrome when found 
is simply a waste of taxpayers’ and individuals’ money. But this is exactly the 
situation which has prevailed. 

In conclusion, let me summarize the conditions which I believe must be met 
by any realistic Government program for the establishment of a chrome mining 
industry capable of material contribution to this country’s chrome supply in 
times of emergency. 
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1. (a) An “open” carlot purchase program of sufficient duration to encourag¢ 
private financing for the exploration, development, and exploitation of the con 
centrating chrome ores resources known to exist, or, (0) individual, long-term 
open contracts. For the latter program a base price for concentrates should be 
established which might be renegotiated up or down after a certain tonnage had 
been delivered. 


2. Concurrently with establishment of such a purchase program, a pol of 
Government aid either through loans or survey and Bureau of Mines assistance, 
or both, for the exploration of new discoveries of promising siz* and grade 
Inasmuch as the Government is the only purchaser of domestic chrome, either as 
ore or concentrates, no Government loan or other assistance programs should 
be put into effect before the establishment of an effective Government purchase 
program. 

The extremely informative article by Mr. H. A. Doerner, metallurgist for the 


Bureau of Mines, which appeared in these pages in August 1952* describes the 
excellent results obtained in the smelting of low-grade domestic chrome con- 
centrates. The tests carried on by the Bureau of Mines in conjunction with 
the Republic Steel Corp. indicated that open-hearth alloy steel made from low- 
grade ferrochrome smelted from “off-grade” domestic concentrates compared 
favorably in all respects with alloy steel obtained from high carbon ferrochrome 
supplied by commercial producers—that, in short, “the chrome to iron ratio in 
ferrochrome has little or no importance metallurgically.” Furthermore, and 
most importantly, the tests indicated that the difference between the cost of 
smelting low-grade and high-grade concentrates is far less per pound of chromium 
than the bonus offered by GSA for upgraded concentrates or high-grade products. 

If this is the case high bonuses for high-grade ore and upgraded concentrates 
would appear unwarranted ; certainly so far as Government purchases are con- 
cerned. In the light of this work it would appear that minimum specifications 
for concentrates might be lowered and premiums reduced. The price schedule 
offered for concentrates should therefore be carefully reviewed to determine 
whether or not a revised schedule resulting in a somewhat lower price per unit 
of chromium than that provided by the Grants Pass schedule would be warranted 
and still encourage development of our chrome resources 


STATEMENT OF WALTER H. HOPPE, ALLIED MINING CO., 
AUBURN, CALIF. 


Mr. Horrr. I am Walter Hoppe. I am one of the operators of the 
Pelican chrome mine. We have just stuck our neck out for about 
$100,000 on a mill. I will state that in nearly all of our experience on 
our particular property we find that you have to mill from 7 to 10 
tons of mill ore in order to get 1 ton of high grade. It costs just as 
much money to mine that mill ore as it does the high grade. 

Then we have the other proposition of transporting that to the 
stockpile from the mine by trucks, or by railroad, to Grants Pass, 
where it is unloaded from the railroad to a truck, hauled out to the 
stockpile, weighed and sampled, put back on a truck, taken back on the 
railroad, and hauled back to Sacramento and then to wherever it goes. 
That is an economic waste. 

The other thing is, when you maybe consider small business a hun- 
dred thousand dollars or more, it costs us more than that. There is 
$100,000 in the mill; there is $100,000 in development. That may be 
considered small business, but we have done this with our own capital 
and our own initiative. Wedoneed more time. You can’t cut it off in 
a year or two. With that, we have done no great development. We 
have taken it where we could find it. We couldn’t outline a program 
where we would say “Now we are going to develop this property.” 





4Can the U. S. Use Its Low-Grade Domestic Chrome Ore? H. A. Doerner, Chief, 
Metallurgist Division, region III, U. S. Bureau of Mines. Engineering and Mining Journal, 
August 1952 
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You can’t do that in 2 years or 3 years. It takes anywhere from 3 to 5 
years to really develop a property. 

Another thing. Many of us still remember what happened to quick- 
silver. I know at the time I was operating in Arkansas when they 
pulled the pin and all of us were left flat. Any investor remembers 
that incident, and they are not going back into that again unless we 
have a more secure program. With consumption what it is in normal 
times, I don’t think there is any fear that we would overproduce 
chrome. There is another question; that is personnel. Our miners are 
gone. They are all old stiffs like myself or older. The young fellows 
are gone. They have gone into other industries. Regardless of what 
you say, it is highly specialized. You have to know your business, 
and you have to train these men. 

In chrome, it is a little different from other minerals, because it is a 
black rock. You look at it and it looks like that [indicating]. But 
you can train men after a time so that on a given property they will 
know what is good ore and what is poor ore. But it takes time, and 
those people are expensive. It is expensive to train them. 

With summer opening up now, we find ourselves in a quandary of 
where are we going to get the men. We don’t know. They will come 
in today and work a few days, and somebody offers them a job for 
$2.50 an hour, and they are gone. We can’t afford to pay that. 

Thank you. 


STATEMENT OF JOE HOLMAN, CHAIRMAN, CHROME COMMITTEE, 
WESTERN MINING COUNCIL, SAN JOAQUIN VALLEY, CALIF. 


Mr. Rresiman. Would you identify yourself, please. 

Mr. Hoiman. I am Joe Holman, chairman of the Chrome Commit- 
tee for the Western Mining Council, California, former chairman of 
the Chrome C ommittee for the Oregon Mining Association, and a 
chrome miner in the San Joaquin Valley. 

The point that Mr. Bristol didn’t emphasize that I think might 
stand a little clarification is that he pointed out that the Munitions 
Board considered 200,000 tons a year minimum requirements in case 
of an emergency. In a published mining journal last summer, there 
was quite a dissertation given on chrome that was highly informative. 

To touch upon that subject, would make a point very clear as to 
why small business in chrome mining might very well be bolstered 
with committee action. Our total requirements according to this 
bulletin amounted to 1,250,000 tons a year. Those are normal require- 
ments. Our metallurgical grade comprises about 48 percent of that. 
That is the type that goes into steel alloys for armorplate, gun barrels, 
tool steel, and drill steel. About 38 percent of it is used in refrac tory 
grades. Just recently, in finding out what was involved, it occurs to 
me that to operate an open- hearth furnace, to provide steel for this 
country—and we provide the best steel in the world—it takes for 
maintenance alone in an open-hearth furnace 40 tons of chrome-com- 
pounded refractory brick to keep that in repair. Every 9 months it 
takes 190 tons just to floor one of those open-hearth furnaces. 

Thirty-eight percent of that million and a quarter tons is needed 
just to keep the furnaces in shape so that you can raise the box heat 
sufficiently to fuse your metals together. The remaining percentage 
goes into chemical grade. 
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If only 200,000 tons are minimum requirements for Munitions or 
to support our very highly essential needs, then there is quite a dis- 
crepancy there. 

At the present time we are falling far short of fulfilling our require- 
ments, as you can see by the figures that have been brought out. When 
your overseas shipments are cut off, and you have nothing coming 
from overseas, somebody is going to have to do without unless we have 
a stockpile of manpower and know-how in the hills. It applies to all 
of the other metals that are in short supply, as it does to chrome. But 
chrome particularly is one of the large-volume requirements of the 
Nation. 

Mr. Bristou. I might add something: You were talking about over- 
production. I had felt that this program should be set up to push 
toward the 200,000 tons every single year, which is actually near the 
20-percent point. Then, in case of an all-out emergency, it could 
probably be increased along with the stockpiling th: at we have, and we 
probably could stay in an all-out war and cut out all the automobiles 
and everything else until it was over, and we might get by. That was 
the minimum they said we could even stay in business on. 

Mr. Rrentman. Mr. Counsel, do you have any questions? 

Mr. Hinton. I was just wondering about this 200,000. I take 
that is just our military requirements ? 

Mr. Bristo.. That is the military requirements, with no civilian 
whatever. 

Mr. RieutMman. I believe you made the statement, Mr. Bristol, in 
reply to a question that was propounded by my colleague here, Mr. 
McCulloch, that the industry itself would probably be able to bring 
about the production from each and every mine should there have to 
be a limit on the tonnage that could be produced, if we continue this 
program indefinitely. Wasn’t that the understanding, that that agree- 
ment could be brought about within the industry itself, without put- 
ting on strict Government regulations ? 

Mr. Bristot. Yes. There might be a peak of any 1 year from any 
1 mine. Somebody might hit a “50,000- ton kidney and want to bring 
it all in in 1 year. 

Mr. Rreniman. That is the problem. 

Mr. Bristou. Yes. 

Five thousand tons is too small to get any legitimate standard min- 
ing company interested in the chrome business. If it is too small a 
business for them to go out and spend a half to three-quarters or a 
million dollars to put in a substantial installation, that is. 

Mr. Rieutman. There are many other questions that I am sure we 
could ask you and the other witnesses, but time is running short. It 
is an important subject, and we deeply appreciate the constructive 
information that you have given to us this afternoon. 

At this point I would like to insert into the record a statement that 
has been furnished by Mr. William R. New, with respect to the mining 
problem. 

(Mr. New’s prepared statement follows :) 

To the Honorable Members, House Select Small Busines Committee: 

My name is William R. New. I am former president of the Idaho Small Mine 

Operators Association and now residing in Reno, Nev., also former director of 


public relations, Western Division of Small Mine Oper ators, in charge of mine- 
legislation program in Washington, D. C 


. 
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During the time I spent in Washington representing the Small Mine Operators 
of Idaho, I found that many Members of Congress representing that portion 
of our country which had no mining were of the impression that our mineral 
resources throughout the Western States were practically depleted, and it was 
impossible to create any worthwhile interest. It is very gratifying that this 
committee has taken the time to come out and personally interview some of the 
leaders in the mining industry and take back to Congress some of the true facts 
of our domestic mining operations. I am confident the honorable members of 
this committee will be thoroughly convinced that we are far from being a have- 
not Nation and, if proper legislation is enacted that will give the small and large 
domestic mine operators an equal break with the foreign program that our 
Government has inaugurated, we will soon be producing suflicient strategic 
metals to assure a sufficient stockpile for any emergency that may arise, 

Let me emphasize that a fair and equitable tax program such as now en- 
joyed by the mining industry in the Dominion of Canada and a drastic change 
in the personnel of the Security Exchange Commission and its regulations would 
be of valuable assistance to our domestic mining industry, especially the small 
operators. Private industry could handle the stockpiling program much more 
efficiently and economically than the Government, especially the way it has been 
administered in the past and is being administered today. 

I cannot emphasize too strongly that we cannot depend wholly on the impor- 
tation of metals, that unless Congress gives more consideration to legislation 
that will enable our domestic small operators to remain actively in mining 
operations and give some assurance to the future, should world war III come 
upon us the success of our Armed Forces could not be assured. 

Our entire national economy is based on the production of raw materials, 
the products of our farms, mines, and forests. 

The combined income of agriculture and mining is always one-fifth of our 
national income; and every time there is a reduction of $1 billion in mining or 
agriculture, our national income must drop $5 billion, 

No segment of our society can escape the effect of this economic law. It 
affects the retailer, the wholesaler, the manufacturer and wage earner alike. 

Labor may think it can escape this law by keeping wages high, but the per- 
centage of reduction in our national income will be reflected in unemployment. 

The farmer may think he can escape it by subsidies, but unemployment will 
bring reduction in consumption and continue to pile up huge surpluses, 

Seventy percent of our metal mines are now closed and this will adversely 
affect employment and every line of business, 

While our own mines are being closed, we are importing foreign metals which 
will not be available to us in the event of war; and I want to say very frankly 
to you that unless something is done to put our mines in operation, we are going 
to lose the next war. 

In closing, let me emphasize that rather than reducing the present depletion 
allowance of 15 percent, I believe it should be increased to at least 25 percent 
to compensate the mines for the exhaustion of their mineral resources, 


Mr. Rreutmay. Is there a Mr, C. N. Schuette here? 
Mr. Scuuerre. Yes, sir. 
Mr. Rreutman. Would you identify yourself for the record? 


STATEMENT OF C. N. SCHUETTE, CONSULTING MINING ENGINEER, 
SEBASTOPOL, CALIF. 


Mr. Scuvetre. I am a consulting mining and metallurgical en- 
gineer. 

Mr. Rrentman. Would it be possible for you, Mr. Schuette, to brief 
this statement of yours, sir? 

Mr. Scuverre. I will try my best. 

Mr. Rrentman. With your permission, if that is agreeable, we 
would like to put it in in its present form in the record and then let 
you summarize it, if you do not mind. Is that agreeable, sir? 

Mr. Scuvetre. Yes, sir. 

(The statement is as follows:) 
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QUICKSILVER—TESTIMONY BY C. N. SCHUETTE, CONSULTING MINING ENGINEER, 
SEBASTOPOL, CALIF. 


The quicksilver mining business finds, develops, and mines its own raw ma- 
terial which is the sulfide of mercury or cinnabar ore. This ore is, in all cases, 
processed at the mine in retorts or furnaces and the end product is pure quick- 
silver. Thus, this little industry is composed of many mines, each of which 
is a completely integrated unit designed to produce a finished marketable prod- 
uct, not one of which has over 100 employees. 

It is an old and honorable business in this part of the United States, having 
started when this was still a part of Mexico. Its product helped to produce 
the wealth of the gold rush days and later it furnished the quicksilver used 
to amalgamate the silver ores of the Comstock Lode. 

Thus, for over 100 years, this small business has been with us, producing its 
share of this country’s wealth. It has had many ups and downs but it has never 
been counted out. In both World War I and World War II it rallied mag- 
nificently—confounded its detractors—and produced all the quicksilver needed to 
early on these wars. 

The pertinent facts concerning the industry are given in the accompanying 
table. This table covers 42 years and 10-year averages have been computed, 
Incidentally, this period covers my association with the industry as I held my 
first job in the Guadalupe quicksilver mine in 1911. 
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Looking only at the 10-year averages, you will note that the price increase 
has been moderate considering what happened to other prices. Imports have 
increased greatly. Consumption has increased. Production has increased. The 
number of mines has also increased as quicksilver production spread from Cali- 
fornia and the States of Texas, Arizona, Nevada, Oregon, Idaho, Washington, 
Arkansas, Utah, and Alaska were added to the list of producers. 

Thus, just looking at the 10-year averages, we see a growing business. By 
glancing at the figures for individual years we can see the spectacular increases 
in production in war years such as 1915 through 1918 and 1940 through 1945. 
The troubles of the industry can also be appraised by this means. Thus, in 1921 
the price dropped to $45.46 per flask which is about half the average price for 
that decade and about one-third of the highest average annual price for that 
decade. The last decade listed on page 3 shows similar tremendous fluctuations 
of the price from year to year. 

All businesses have and should have competition. Our competition is with 
foreign mines in Spain, Italy, and Yugoslavia, where a miner’s annual pay is 
about what we pay our miners per month. Note the column showing imports. 

Just prior to World War I, the business of quicksilver mining was in the 
doldrums. Imports had kept prices low and the mines and plants were in bad 
shape. The sudden increase in price and the uncertainty of its continuance 
engendered hectic activity in quicksilver mining. The idea was to push produc- 
tion, no matter how. New types of plants, concentrating mills, flotation mills, 
rotary furnaces. Herreshoff furnaces were built and put into operation before 
a building could be erected over them. 

In the 4 years of 1915 through 1918 our production was 120,007 flasks while 
consumption for these 4 years was 117,089 flasks. Thus, we were a self-sufficient 
nation as far as quicksilver was concerned in that war emergency. 

After the 1932-33 depression, which our industry weathered despite hard 
knocks, it actually started to grow. From 75 active mines and prospects in 1933 
it grew to 101 in 1937. Despite the doleful “tsk-tsk” of the desk-job-dodos in 
Washington, the active producers in California rose from 49 to 54, in Nevada 
from 12 to 20, in Oregon from 5 to 14. Texas had 3 active producers, Wash- 
ington 5, Arkansas 6, and Utah 1 in this period, Our little business was spread- 
ing out through 8 States. This surprising upswing must be credited to the 
hardy prospector, a tough-minded breed of rugged individualists that is by no 
means extinct in these United States. 

In 1936, the Spanish civil war and Italy’s war with Ethiopia forcefully brought 
out the aspect of quicksilver as a war mineral. Record-breaking armament 
preparations in Europe called for increased quantities of quicksilver and it was 
realized that a general European war might well find all of the quicksilver re- 
sources (with the exception of the United States supply) on one side of the fence. 
In 1938 the war tension increased and both United States and world production 
went up but the price did not decline as all of the metal was taken to build up 
stocks—just in case. 

Toward the end of 1939 World War II was on and the price of quicksilver 
jumped from $84.41 per flask in August to $140 per flask in September. Pro- 
duction more than doubled the output for 1940 over that of 1939. While swivel- 
ehair experts in Washington were debating whether it was desirable to let our 
mines “exhaust” their ore reserves in this “peak effort” when we were not even 
at war, and whether we were not paying too high a price for “temporary self- 
sufficiency,” our little business pushed production in operating mines, reopened 
old ones, and started new ones all over the West. Fifty-two additional mines 
went into production in 1940, 38 more got going in 1941, until 197 outfits were 
putting out liquid metal. In 1948 the output climbed to its maximum for this 
war of 51,929 flasks and this output was valued at $10,137,060.09. 

Please remember, this was supposed to be a defunct industry and the greatest 
previously recorded value of production for any single year in its heyday was 
the year 1875 when the year’s output was valued at $4,228,538. Incidentally, the 
average price obtained by our little business in 1943 was $195.21 per flask while 
the foreign (London) price was $281.44 per flask or almost $100 per flask higher. 
Maybe my reasoning is all wrong, but it seems to me that our industry saved 
the American consumer about $444 million right there. 

As early as June 1940 the price of quicksilver reached $200 per flask though 
the year’s average price in the United States was about $177, as against a world 
price of $201 per flask. All during the war, the domestic price was way lower 
than the world price because a ceiling price of $191 to $193 f. o. b. United States 
shipping points was placed on domestic metal by the OPA in February 1942. 
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In 1940 export restrictions were placed on the metal and in 1941 an agreement 
was made by our Government to retain Mexican quicksilver in the Western 
Hemisphere and OPA fixed a price of $193 f. o. b. port of entry for Mexican metal. 
This agreement assured that the United States would get the Mexican output 
which had been going to Japan. 

In the 5-year period before the war, 1935-39 inclusive, our little business 
produced 87,219 flasks, or 64 percent of our consumption, at an average price of 
$84.48 per flask. In the 5 war years of 1940-44, inclusive, it put out 222,773 
flasks at an average price of $177.13. Our consumption in these years was 218,700 
flasks so we produced more than we consumed and all the metal put into Govern- 
ment stockpiles was foreign metal. The buying of foreign metal by our Govern- 
ment and the stimulation of other Western Hemisphere production, while no 
doubt desirable as an added precaution in the emergency, really had been 
unnecessary and was largely due to Government-bureau doubt of our own ability 
to produce based on desk-job statisticians with preconceived notions of ou! 
dwindling resources. 

While the industry was limited to a ceiling price of $191 per flask, Dictator 
Franco in Spain was paid some $253 per flask for over 30,000 flasks by our 
Government. This metal was shipped to United Kingdom on lend-lease. (Some 
16,000 of these were returned to us when Great Britain later bought that amount 
from Spain at $102.50 per flask and had them shipped over here for our stock 
pile.) This buying from Spain was termed “preclusive’ buying which sounds 
fine but does not explain it. The preclusive buying meant that Germany would 
not get this quicksilver. Spain sold quicksilver to the Axis and the Allies 
impartially all during the war and as Germany controlled the Italian production 
and captured the French supply of quicksilver, they must have been surfeited 
with quicksilver in any case. The point is that Dictator Franco was allowed a 
greater net profit on these more than 30,000 flasks than the ceiling price allowed 
our domestic industry. 

Twenty thousand flasks of Mexican quicksilver, bought by our Government, 
was sent to Russia, presumably on lend-lease, though the exact nature of this 
agreement was never made public. 

The United State Geological Survey, which did very little that was helpful to 
the quicksilver business in World War I, was not caught napping this time. As 
arly as 1937 it had parties in the field studying and mapping quicksilver deposits 
and this work increased during the following years as more money for such 
purposes was made available. This work is of great help because quicksilver 
mining is a small business and the individual units of it are not large and pros- 
perous enough to have a geologist on their payroll to map the mine workings, to 
say nothing of mapping the larger areas surrounding the mines. 

In December 1943 it was announced that metals reserve contracts would be 
canceled at the end of January while purchase contracts with many foreign 
producers continued for some 6 months more. As a direct result of this cancella- 
tion (implying to consumers that we now had too much quicksilver) the price 
broke, there was practically no market for the next 6 months and many of the 
mines were forced to shut down. Production, which had been climbing, dropped 
from 5,200 to 2,300 flasks per month and the price went off from $196 to $98 
New York. This wrecking of an essential and critical industry was accom- 
plished by Government planning in the midst of war. Whereupon, the United 
States Tariff Commission Report No. 4 of June 1944, comes out with this state- 
ment, “As has been pointed out, much of the wartime expansion in the mercury- 
mining industry has been accomplished with Government aid of various kinds.” 
In view of the fact that Government held the price down, forced wages up, stole 
our crews, and tied everything up with redtape, the word “much” is adding insult 
to injury. 

By October 1945 most of the mines were shut down and only some 10 smaller 
mines continued to produce some 1,200 flasks per month. Actually (aside from 
the fact that they had no market then) our mines were in better shape, as to 
amount and quality of ore available, than they had been for 30 years. This was 
due to the exploration and development carried on during the high-priced period. 
While Government agencies found but little ore with their greatly ballyhooed 
endeavors, the industry, by hard, expensive, and intelligently directed work, 
found plenty of ore and further work of this nature was in progress at old and 
neW mines when they were forced to shut down. 

The tariff revision of the early 1920’s provided an import duty of 25 cents a 
pound or an equivalent of about 3344 percent ad valorem on the domestic price. 
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The inflation of recent years has reduced the tariff to slightly less than 10 per- 
cent of the present domestic market. With the world market controlled by a 
very ruthless cartel, who have deliberately absorbed the duty on shipment to the 
United States in recent years, this taritf protection is not high enough to give the 
domestic industry any assurance of continued life. 

The Munitions Board, in providing mercury for the stockpile, has completely 
ignored the domestic industry and refused to even permit it to bid on stockpile 
acquisitions. The Munitions Board, by its procurements from Italy, has been 
building up a productive capacity which can prove disastrous to domestic industry 
in time of peace and would be a supply not available in time of war. 

The importance of quicksilver, as a metal needed in industry as well as in war, 
is increasing and we are fortunate in having it as a national resource. As long 
as our quicksilver industry is alive the search for new ore and new mines goes 
on. A closed mine goes to ruin rapidly and can only be reopened at great expense 
and after a long time interval, hence, they could not serve in a sudden emergency. 
Our quicksilver deposits have by no means all been found and much territory 
remains to be explored despite the Ickes gangs’ best efforts to withdraw all 
public lands from prospecting. 

As a sensible national policy on quicksilver it is suggested : 

(1) Not only should our tariff be retained but should be increased to the ad 
valorem level of the early twenties or put on a sliding scale. 

(2) Purchase policies of the Munitions Board should not be permitted to tear 
down the domestic industry but should attempt to build it up. A going industry, 
which can expand on short notice, is worth as much as metal in the stockpile and 
costs the country far less in dollars, 

(3) A tax program, which would bring out more venture capital for explora- 
tion and development, would be sensible. A 50 percent corporate tax plus a 
50 percent individual tax on any successful mining venture is too high. 

(4) Honest Department of Justice antidumping law enforcement, which would 
prevent the European mercury combine from using a dual price system to absorb 
the American tariff, would be helpful. 

Under such stabilized conditions the industry could recover and grow and 
prosper. If the industry could just be assured that it wouldn’t be stabbed in the 
back by conniving foreigners and its own Government bureaucrats, it could 
really go to town. Higher prices for quicksilver are inevitable in any case, as 
world demand is still growing and the high grade of the ore mined by our com- 
petitors is declining. Thus, a little help now will serve to keep an industry of 
growing importance alive. 

I close with the plea to give our industry a chance. Throw out the hatchet- 
men. in Washington and replace them with men who know something about 
mining and who are favorable to domestic mining. 


Mr. Rrenuman. Are you completely out of business? 

Mr. Scuvuetrre. We were; we are just starting. If you notice in 
1951 and 1952 we are starting the old grind to get up again. Notice 
the imports here. In 1949 they shot over 103,141 flasks in a year in 
which we consumed only 40,000. When your competitors can shove 
over 214 times as much quicksilver as you can consume, how much 
of a market. has our industry left? That is what we are up against. 

The industry is a very tough little organization. After the 1932-33 
depression, we weathered that, we actually started to grow. From 75 
active mines and prospects in 1933, it grew to 101 in 1937. You may 
remember that as the depression years, and when you got more for 
your dollar. Now you get less than half. But in those years you 
got more than a dollar of labor, because the men were hungry and 
wanted a job, and supplies were lower in price. 

The minute you give the quicksilver a break, it spreads out and 
everybody gets busy. One of our troubles is that the bureaucrats in 
Washington do not believe that we are a going industry. After the 
First World War we were knocked flat, and we saw that imports were 
going to swamp us after the First World War was finished. So in 
1918, right in San Francisco, in July, we had a Tariff Commission 
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hearing, and we asked for a tariff that would stabilize our price some- 
where near $100, what costs were at that time. 

The United States Geological Survey said our industry was dead 
anyway. We had no reserves, and there was no use doing anything 
for us. "The United States Bureau of Mines said the industry was all 
right, it was capable of growing, and to give it a chance. That was 
before Armistice Day. 

Well, nothing happened for 4 solid years. As you can see on the 
table, in 1921, we were practically closed down again. Then they 
gave us a tariff. If you will look at the figures again, you will see 
that. the minute we got a little protection, 25 cents a pound on quick- 
silver, the industry started to come back and started to grow again. 

By 1931 we had 5,000 flasks a year to export. 

Mr. Rrentman. I note by your table here that in 1918 you had 47 
mines in operation, and I note you have the very same number in 1951. 
Is that correct? You have 47? 

Mr. Scuuetre. Yes, but they were different mines. Some of these 
17 mines were in Idaho and in Nevada and other places. The industry 
has spread all over. These are not the same mines. Some of them 
are, but not all of them. 

Mr. RreutmMan. But you still have the same number, as far as that 
part is concerned, operating today, as you did back at ths at time, 

Mr. Scuvetre. Well, this 1951, that was, I think, when 6 of the 
mines produced 95 percent of the production, and the others were a few 
prospectors with a retort out in the hills somewhere. 

Mr. RresitmMan, There is a great distinction. 

Mr. Scuvrrre. These figures on the mines, I would like to explain. 

Mr. Rreutman. I think this would clarify it some, if you will per- 
mit me. 

Mr. Scuverre. Of this number, about 10 produced 95 percent of the 
quicksilver. 

Mr. Rreniman. Up to 1918, you produced 32,883 flasks. Ont of 
the 47 mines that you have listed here as eee operating, } you only 
produced 7,293 flasks in 1951. 

Mr. Scuvette. That is right. But there were not 47 working. 
There were about three large mines, I think Cordero, Sonoma, and 
1 other. There were about 3 mines. You see, they are up in 
the hills again, and they are looking for more stuff. T here are quite 
a few of them. But they may produce a few flasks, 10 flasks, or 20 
flasks from their retorts. The Government statistics from which I 
took these figures, they list everybody that sends in a production. If 
it is one flask, they list him. 

Mr. McCutiocn. Could I ask a question, Mr. Chairman? 

Would the production in America have been materially greater 
had the price been allowed to go higher ? 

Mr. Scuvetre. They would not have had to let it go higher if they 
had just kept it there instead of canceling the thing and cutting it all 
down. Down at Elmoden, where I had one of the lowest-grade mines 
in operation, I sold a flask of quicksilver at $191 a flask, and then I 
did not sell another flask for 6 months. I kept running and did not 
know what my costs were, except I know they were increasing. The 
next flask was for $89.60. Can you run a business for 6 months in 
which you do not know what you are going to get for your product, 
or when you are going to sell it? 
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At the Munitions Board meeting there, they had just announced a 
new use for mercury for that tropical battery, you know. Here when 
we needed more mercury than ever, they cut that price, canceled all 
contracts, and indicated they had too much mercury. 

Mr. McCutsocu. And we at that time were paying $281? 

Mr. Scuvuerte. $253. 

Mr. McCutxocn. To France or to Spain, to the Spanish producers. 

Mr. Horrr. | will verify that statement. That is when I got out 
of Arkansas. 

Mr. McCuitocu. At that time was Spain furnishing any quick- 
silver to Germany ? 

Mr. Scuurrre. They called it preclusive buying. He furnished 
quicksilver to anybody that wanted it. He sold it to Germany and 
anybody that wanted it. Germany had all the Italian quicksilver, 
and when they overran France they had 35,000 flasks, which was quite 
a stock, so they had a surplus of quicksilver. 

Mr. McCutxiocuw, And America continued to buy quicksilver from 
Spain ? 

Mr. Scuuerre. Yes. We bought it from everywhere. 

Mr. Hosmer. Was that in order to keep the supplies from going 
elsewhere ? 

Mr. Scuurrte. Yes. It was supposed to be preclusive buying. But 
they had the entire Italian supply, and they captured 35,000 flasks 
from France. However, that was the idea. 

Mr. Hosmer. You are not having any difficulty with your present 
supplies, are you? Has the price dropped from $199 a flask ? 

Mr Scuverre. This price of about $200 a flask is about the equiva- 
lent of $85 which we had in 1936, 1937, 1938, and 1939, in there, when I 
told you that the quicksilver industry started growing. 

Mr. Hosmer. I mean buying elsewhere is not affecting the industry 
at thismoment? You still have good markets for your total output ? 

Mr. Scuverre. Right at this moment we can sell some quicksilver, 
yes. But that was not true a little while ago. 

I might add that over in Spain they are putting in large mechanical 
furnaces now. In the old days when they had high- grade ore, they 
would not think of such a thing. In Italy they want our commission 
to come over there and show them how to build it. I recently turned 
down a job by the United Nations to go to Yugoslavia and show these 
fellows how to put in a modern quicksilver plant. I do not see why 
Ishould. 

Mr. Rresiman. We certainly have appreciated your fine state- 
ment, and it has added a little humor here to our hearing today. It 
makes it a little easier for us. We appreciate the problems that your 
industry is confronted with and will give it serious consideration. 

Any questions, counsel ? 

Mr. Hinton. From what you say, I gather that a tariff in practically 
any form, just an ad valorem tariff, would not. be effective against 
these cartels. By that do you mean that we should have import 
quotas ? 

Mr. Scuverre. You see, they have a certain cost over there, and if 
you put a tariff on top of that, that will guarantee that we have sort of 
a floor price or something. If you will notice here recently the price 
has been around $80 or something like that, as the lowest it comes to. 
You see, $80 is too low for us to opaetia ordinarily. In fact, unless 
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we could have some kind of a guaranty that the price is going to stay 
between $150 and $200, or somewhere in there, nobody is going to put 
in money. You see, then the Government bureaus come along and 
say, “Well, it is a defunct industry anyway.” How can we get capital 
to run the thing? The minute a war comes along, then we know we 
are going to have a good price for a number of years, and we get busy 
and set up the plant, , and before we have a roof over it or anything, the 
darn thing is running, and we go as fast as we can. The minute the 
war is over, we know we are going to get it in the neck, and we know we 
have torun. If you will take that off us, stabilize the thing a little 
bit, we will be all right. That is all we are asking, just a chance. 

Mr. Hosmer. I am going to confess a lot of ignorance to you and the 
rest of the people here, but I frankly do not know one important fact 
that would have a bearing on our thinking. I would like to know 
how much isa flask ? 

Mr. Scuverre. Seventy-six pounds net. 

Mr. Hosmer. It would be about the size of this pitcher, then, here 
on the table? 

Mr. Scuverre. Yes, just about that much quicksilver. And we need 
a lot of it. They had a figure that we would need 68,000 flasks for 
this year. That is a lot of — ksilver. But if we could get enough 
protection so that we could get an industry going that would produce 
from 20 to 25 thousands flasks per year, then we would have e nough 
of a basic industry going that we could expand and work on. 

Mr. Rrentman. Thank you very much, sir. 

Mr. Scuvertre. Thank you. 

Mr. Rrestman. Mr. Wendell Robie. 

Will you identify yourself for the record ¢ 


STATEMENT OF WENDELL T. ROBIE, CHAIRMAN, PUBLIC LANDS 
COMMITTEE, WESTERN MINING COUNCIL; LOST CAMP PLACER 
GOLD MINE, AUBURN, CALIF. 


Mr. Roster. Yes. 

Mr. RreHiMAN. Do you have a prepared statement ¢ 

Mr. Rosie. Yes. Your counsel has it. 

Mr. Rrenuman. Would you like to read this into the record? 

Mr. Rosie. Just a part of it. 

Mr. Rrentman. All right, if you would like to do that, we will see 
that the rest of it is inserted. 

(The statement is as follows:) 


THE TIMBER PROBLEM AS RELATED TO MINING CLAIMS AND MINING DEVELOPMENT 
STATEMENT OF WENDELL T. Roptt 


My name is Wendell T. Robie of Auburn, Calif., chairman of the public lands 
committee of the Western Mining Council. I am owner of the Lost Camp placer 
gold mine and the general manager-vice president of Auburn Lumber Co. and a 
member of the board of forestry of the State of California I am intimately 
familiar with the mutual relationships of the mining and lumber industries 
and of the stake that both have in good forestry and emphasis on the continued 
growth and reproduction of timber. 

The Lost Camp mine affords a good average example of many years of the up 
and down existence of a small California placer gold mine. The original claims 
were patented under the early mining laws made and provided for that purpose 
and contain 440 acres. The first discoveries were made in 1853 and work by 
hand methods with local ground water in the wet season started shortly after- 
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ward. The virgin crop of timber on the property and over the surrounding 
region was harvested in 1858 by the first generation of my family in the California 
lumber business in a sawmill they established at Lost Camp that year. Later, 
they built the Towle Canal which supplied water to the Lost Camp, Dutch Fiat, 
and Gold Run placer mining districts. 

By hydraulic methods, 5% million yards of material has been removed in 
the work at Lost Camp. During the open years of operations extending back 
for the century between $4,000,000 and $6,000,000 in gold has been produced 
as a contribution to employment and the industrial life of the little adjoining 
mountain communities of Blue Canyon, Towle, and Dutch Flat. 

During these years, some of the continued regrowth of timber has been regu 
larly used for mining purposes and in 1934, another sawmill was built at Lost 
Camp for the selective harvesting of a crop of mature timber for the rehabili- 
tation of miles of large flumes on the Towle Canal. Flume lumber requires wide 
thick boards of excellent quality and this was available from the preserved 
timber stand on the owned mining ground. Other grades and sizes were con- 
served and used in local building operations. 

Today, the timber stand is growing vigorously and is being reproduced over 
the oldest worked ground of the mine, in addition to that on land unworked 
and waiting for a time when conditions in the economy of the gold mining in- 
dustry will permit resumption of operations. 

This explanation of the attitude of the owners of the Lost Camp mine, past and 
present, toward a beneficial sustained use and reproduction of timber in connec- 
tion with the operation of a small mine is given to your committee as typical 
of the attention paid to that important, necessary operational resource by mine 
owners generally in California. Lumber, or timber, is a necessary material to 
mine operation and when it can be grown and regrown on the land surface you 
will find thoughtful, intelligent conservation, as at Lost Camp, to continue repro- 
duction of the resource in order to provide a continued economical source of 
timber for mine operation. 

This, on the ground management and attention for reproduction of timber 
stands by the individual mine ownership, is more in the public interest than dis 
tant supervision of timberlands supported by taxation and Federal appro- 
priations. 

In the mining regions on desert areas of the country there are marginal pros- 
pects whose development is now unprofitable because of high cost of distantly 
produced timber and yet, we can be sure many such properties have good chance 
that operations in greater depth could produce mineral of importance to national 
defense and economy, if such handicap could be overcome. In timbered regions, 
as at Lost Camp, this handicap can be overcome from timber production on the 
ground. 

We hope therefore, that the consideration of this problem by your committee 
will agree and concur in our opinion that it is very essential to the industrial 
development of a mining discovery by an individual owner, where timber is avail 
able, for the use of such timber to be permitted to the development and use of the 
mine for mining purposes. This is now permitted by the mining laws of the 
United States; but recently the propaganda agencies of the Federal Forest 
Service have been responsible for some highly colored misrepresentation in their 
attack on this basic law created as required to provide for the fundamental 
development to maintain a western mining industry. 

Since I am well acquainted by long association in the Society of American 
Foresters with Forest Service personnel, with both the mining and lumber 
industries and with knowledge of the public interest, I am sure it can be very im- 
portant for the maintenance and welfare of the domestic mining industry for your 
committee to consider the essentials of this problem as relates to the unpatented 
mining claims and to support a solution, which is fair alike to both national 
resource industries and to the public interest as well. 

sriefly, it is claimed by the Federal Forest Service that some mining claims 
are filed on the public lands by persons to acquire timber value on top of the 
ground where it exists and not mineral value underground. The mining industry 
associations generally deny that this is done by miners, because they know from 
long experience that a bona fide legitimate discovery must first be made and 
developed to show that the real mineral discovery must be sufficient to encourage 
a prudent man to invest his money in the development of the same. 

Frequent investigation by the mining associations of the examples pointed out 
by the Federal Forest Service have shown many of them to be fraudulent claims 
by real-estate speculators and sometimes other lumber people and not by miners. 
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It is shown that these phony claims are without legitimate discovery, or develop 
ment, and have been allowed to exist by the Forest Service by a lackadaisical 
failure to enforce the present laws, which have the teeth in them to prevent 
such fraudulent misuse. All experienced mining-law attorneys agree with this 
opinion and it has been frequently and specifically pointed out by such outstand 
ing authorities as Charles Gilmore, of Sacramento, and C. J. Parkinson, of Salt 


Lake City, that the methods of enforcement are plain and economical under 
the present law and that the action once completed will present any relocation 
of a similar character. A few examples of such enforcement could clean up 


present or recurring situations of this kind, unless it is the deliberate policy 
of the Forest Service not to proceed with enforcement in order to use their 
examples as fuel for their propaganda campaign as stated above 


It has been agreed by people in the mining and lumbering industries that 
the law for mining claim and location in providing for use of timber on the 
claim, was to provide an immediate local aid for the purpose of mining develop 


ment. In the overall conservation picture, there is less waste of the resource 
to get it adjacent to the proposed shaft, than to cut, saw, handle, and transport 
long miles from a distant sawmill. 

However, it is agreed that sometimes valuable virgin stands of timber do 
exist on a legitimate mining claim and that the development of access roads to 
the claim by the miner, a lumber company, or a public agency, would make the 
timber commercially salable. 

Most responsible people in the mining industry are agreed that the Forest 
Service or Bureau of Land Management should be permitted to sell such com- 
mercial timber from the claims for the good of the Federal Treasury. It is main- 
tained, however, with equal force that any such harvest of timber shall be under 
the rules of good forest practice, so that seed trees and small diameter trees shall 
be left on the ground to continue regrowth. 

As an example that there is no loss in commercial value to the public of such 
trees as left, it should be pointed out that the State of California in its constitu- 
tion, recognizes that for 40 years after the commercial harvest here is no asses- 
sible values in the reserve stand of small stuff; but there is a great interest for 
future welfare to continue to encourage reproduction. 

With all factors of this problem in mind, a meeting was held in San Francisco 
nearly a year ago, on May 23, 1952, which was attended by representative people 
in the mining, lumber, and livestock industries in conference with Congressman 
Clair Engle of the large mountain and mother lode congressional district of 
California, 

All were in agreement to recommend this action for solution of the problem: 
“That mining claimant may select and cut any timber as needed for his mining 
purposes ; but the Government can have other timber taken off under rules of good 
forest practice, anytime before patent, in order to protect public interest and 
values while the ground remains a mining claim.” 

In the consideration by your committee of the problem of public timber on 
mining claims, the members of Western Mining Council in California, Arizona, 
Nevada, and Oregon, agree with that recommendation as one to realize for the 
public all commercial timber value, and the lumber industry with merchantable 
timber for their operation, and as encouraging also the mining claimant to 
development by providing him with sufficient left timber for normal develop- 
ment purposes. 


Mr. Rrenuman. Are there any questions? 

Mr. McCutiocn. What action is needed to implement this recom- 
mendation that you have told us was made as a result of this con- 
ference about a year ago? 

Mr. Rosm. By your committee, it would be very important, as 
you have observed in the testimony that you have had here, to en- 
courage. You have seen the necessity of continued discovery and 
development of strategic minerals here in the West. It would be 
very important to continue to recomend a continuation of our mining 
laws as we still have them. If there is any amendment to those laws, 
satisfy the rights of the public to valuable timber stands, to limit any 
amendment to the recomendation which is made here—that the mining 
claimant may use timber as is on his claim for his mining purposes, 
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that at any time the Forest Service or the Bureau of Land Manage- 
ment, whichever controls, m: ry sell the commercial timber and remove 
it under the rules of good forestry practice. That is, they cannot 
clearcut it. They must have a reserve stand. That is sufficient for a 
continued development of the mine and at the same time the Public 
Treasury is enriched by whatever value there is in the timber, and 
there is then no reason for a great change in our mining laws because 
of these few examples which have been ‘pointed out to you of mining 
claims solely for timber value. 

Mr. McCutsocn. To get a definite answer to the question, is amend- 
ment to the law necessary to implement the recommendation that you 
made at the end of your prepared statement? I mean can you 
answer that “Yes” or “No”? 

Mr. Rose. That is a hard one. I can answer it very briefly. There 
is no reason to amend the present law, Mr. McCulloch, as it now exists, 
as far as the mining industry is concerned. If there is an amendment 
forced by the Forest Service, then we would ask that it be limited to 
the language of that recommendation, as being fair to everybody. 

Mr. McCut.ocn. Let me ask a question another way. If this recom- 
mendation is to be implemented, and I am not saying whether it should 
or should not be, it will take legislation ? 

Mr. Roster. That is correct. 

Mr. Hosmer. The Forest Service wants to stop patenting altogether, 
and just go into leasing. 

Mr. Rosre. That is their intention. 

Mr. Hosmer. What would the industry’s reaction be? You have 
taken it up to the point of the patent. Assuming that some people 
will carry it up to that point and immediately divert the property to 
another use, what would be your attitude of a reverter clause in there, 
say, for a period of 2 or 5 years, somewhere like that, that if the prop- 
erty is not devoted to the principal purpose for which it is patented, 
it would revert? That would give a little longer protection. 

Mr. Ronre. Mr. Hosmer, if they go through the procedure which is 
required under the mining laws for sufficient development to have the 
right of patent, they have earned every bit of it. There is no need of 
a reversion clause. 

Mr. Hosmer. It is really developed for that purpose and none other ? 

Mr. Rorre. That is correct. 

Mr. Bristo.. If we went to a leasing system and something came 
up like this chrome program, there would be no program. Because of 
the redtape involved in getting a lease and everything, you would not 
have anything. 

Mr. Rresiman. Thank you very much, Mr. Robie. 

Mr. Roster. Very good, sir. 

(The following letter was later received for the record :) 

WESTERN MINING CounNctL, IN¢., 
Auburn, Calif., April 29, 1958. 
Congressman Craig HosMEr, 


18th California Congressional District, 
House Office Building, Washington, D. C. 

Dear Mr. Hosmer: Our people out here appreciated the serious and conscien- 
tious consideration given by Congressmen Riehlman, McCulloch, and yourself 
of the House Small Business Committee to understanding some of the tough 
problems which have been destructive during the last 20 years of the hard work 
we have been engaged in to sustain a domestic mining industry in California 
and the other Western States. 
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Judging from the drift of the questions to witnesses by the committee, it 
seemed to us, evident that you men were sizing up the grave nature of national 
security which is involved in maintaining discovery, development, and pro- 
duction within our statehood boundaries of the essential metals on which the 
continued national life of the country may depend during emergency condi- 
tions. That you saw the destructive competitive effect from this Nation’s 
gifts, subsidies, and investment overseas that developed heavy- and low-cost 
production which is dumped here from regions of cheap labor and low living 
standards to destroy the production of American labor in our own mines. 

In fairness, we are sure you observed this problem in the nature of a two- 
edged saw and that while the life of our own producers of these essential 
metals is ground out between the millstones of cheap importations and domestic 
high costs, rsulting in the loss of American labor at our western mines, there 
is during the slack periods of international tension some appearance of lower 
material cost for manufacturing, which may reduce the consumer price. 

Your committee made note that the dumping of the cheap foreign production 
came at times to destroy domestic development only during periods of ease 
in the international situation, and that they are more than compensated for 
such periods of low prices by the steep increases and high prices which they 
obtained when affairs are tense and when our domestic industry has been 
forced to shut down by reason of this unmeetable competition. 

Also, we were pleased to note that you took cognizance of the fact that much of 
the appearance of low cost is only a fallacy, since payment of foreign minerals 
has been tied to our low gold standard of $35 per ounce. It was pointed out that 
during the time foreign tungsten was delivered from India, China, and elsewhere 
for an apparent price of 20 cents, that it was paid for by a gold standard of $35 
an ounce, while the value in Bombay, Cairo, Tangier, and other world markets 
was much higher, even to $80. That while our domestic producers were being 
put out of business and discoveries and development facilities lost to this country, 
because of cost reaching perhaps 40 cents; that no actual real saving was result- 
ing to this country because the foreign market was being paid by a high value 
of gold labeled with a cheap price. 

We noted the interest of your committee toward this price of gold and we hope 
you will carefully consider the recommendation in testimony by Mr. Borden, that 
the restrictions clamped on our own citizens within the last 20 years for the 
holding, ownership, and sale of gold should be removed. Thoughtful considera- 
tion of this subject can bring to mind constitutional amendment number 5, in 
the Bill of Rights section, which has a statement that “private property shall not 
be taken for public use without just compensation.” 

The removal of gold from its ores and deposits is arduous and costly work. 
In all the history of the world until 1933 in this country, no claim has ever been 
made that it is not legal private property, and I believe all of us out here, feel 
your committee agrees that it should be and is private property. The witnesses 
before your committee only asked on behalf of the industry here in the West, that 
it be allowed the right to obtain just compensation, which can be determined when 
they have the same legal right of miners elsewhere in the world to keep it, or sell 
it for what they consider a just price. We hope your committee will recom- 
mend the correction of this injustice, which can be had by lifting this restriction. 
Since gold is associated with many other metals in demand by industry and re- 
covered in milling or smelting processes, the lifting of the restriction would also 
help some in other production. 

The witnesses for gold also asked that the Treasury be restrained from selling 
gold to the jewelery industry, after purchase for monetary and exchange purposes 
at the $35 standard. Recent news articles emphasize the growth of multi- 
million dollar smuggling scandles with Treasury gold. We believe you will agree 
that no justification exists for the Government to make a gift to private industry 
of the portion of the value of gold, which exists between the reasonable price on 
the world market and the $35 standard here. Since our own gold mining in- 
dustry can supply all requirements of industry in this country, we believe you 
will agree that there is also no justification for the Treasury to sell any gold in 
the market in competition with private industry and we hope your committee 
will help cure this unreasonable situation which now prevails. 

During the hearing, you asked a question to indicate whether gold has any 
value as a strategic metal. The answers may not have covered just what you 
had in mind. It seemed to me that in emergency it may prove to be one of the 
most strategic of metals. 
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For instance, in fighting communism in Italy it proved most necessary to sta- 
bilize the currency in order to provide fundamental confidence in the free Gov- 
ernment established with our allies. For this purpose, gold from the Treasury 
of the United States proved the necessary strategic metal and 125 tons of it was 
given to Italy and exported from here for that purpose. 

Large amounts have gone to Greece, France and to other free nations for this 
strategic purpose. Arabian oil is very important now to national affairs and 
economy and gold is the necessary medium required by the Arab states for settle- 
ment of their balances. With gold so strategic to serve purposes of this kind, 
the production should be encouraged to be sure that we are never without it, 
since future demands may prove greater than in the past. 

I have heard governors of California claim that it was the gold production of 
this State which preserved the credit and survival of the Union from submer- 
gence under a flood of paper currency during the Civil War. Also, Il have heard 
a governor of Nevada state it was the discovery of the great Comstock lode and 
that great bonanza of gold in his State, which was the responsible element for 
doing the same thing. We have seen a million marks required during German 
inflation for a loaf of bread and currency by the bundle for the rice of a Korean 
family. 

Under present conditions of inflation here, another war could push the national 
debt to the astronomical total of a trillion dollars, stated in such value as they 
might then be. The historical function of gold has always been as a stabilizing 
agent of tremendous strategic value to those nations fortunate and great enough 
to have it to meet such crises in their existence as we have noted. 

Our gold mining industry in this country was largely put out of business by 
the arbitrary order L 208, issued with Presidential authority during the last war- 
time; but we believe that great benefit to this country can come with help to its 
restoration, if the two recommendations are accomplished as made to your com- 
mittee by Mr. Borden and previously mentioned in this letter. 

I am mailing copies of this leter to Mr. Riehlman and Mr. McCulloch. If you 
believe it contains anything not emphasized previously before your committee and 
which should be added to the record, please include it. 

I am sure the people of your State value the attention and concern with which 
you have considered the problems of California and Western mining as pre- 
sented and will await the time when your report is available. We will hope 
then, to assist in supporting beneficial action by the Congress to help accomplish 
action so important to the welfare, security, and safety of our country. 

Sincerely, 
Western MINING Counctt, INc., 
WENDELL T. Roster, 
Chairman, Public Lands Committee 


Mr. Rieniman. I think our last person to testify is Mr. Phil R. 
Bradley, Jr. Mr. Bradley, will you identify yourself for the record, 
please ¢ 


STATEMENT OF PHIL R. BRADLEY, JR., CHAIRMAN, CALIFORNIA 
STATE MINING BOARD; CONSULTING ENGINEER, ALASKA- 
JUNEAU GOLD MINING CO. 


Mr. Braptey. I am Philip R. Bradley, Jr. I am professionally a 
consulting engineer for the Alaska-Juneau Gold Mining Co. One 
of my public titles is chairman of the California State Mining Board. 

Mr. Rreuitman. Do you have a prepared statement, or do you want 
to sort of summarize the testimony ? 

Mr. Braptey. Sir, I have no prepared statement. I came here 
with some prepared ideas about gold because that is what I was 
slated to speak on. I still will make a few remarks about gold. 

What I intend to do, however, is to try to make pertinent remarks 
about all things that have gone on before today that I regard as 
important. I trust that you find them as pertinent as I believe they 
are. 
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‘To mention gold, there was a question asked in respect to the benefit 
to the country of certain phases of the use of gold as money. I do 
not think there is any question but what honest and sound govern- 
ment and honest and sound monetary policy on the part of that 
government go hand in hand. I think there is no question but what 
the gold standard is a mark of the best sort of government. I think 
that is evident through out the history of recent years. I should 
say recent generations. The golden era of civilization, if I can 
refer to it, lay somewhere between the war of 1812 and World War 
I, and continued somewhat beyond World War I. That was a period 
of life characterized by very free commerce and interchange of all 
kinds between countries by and large of great _— al stability, and 
it was characterized for a great deal of that job by complete adherence 
toa gold standard. 

I think that if we have a gold standard again we will have good 
government. To have a good standard requires good government. 

I have here an article I would like to recommend to you, if you 
wish to consider gold. It is an article in Barron’s Weekly for the 
issue of July 14, 1952. Of all the stack of material I could have 
brought on gold I chose this because it is an article that points out 
how noble an ambition lay behind the Republican promise to try to 
restore the country to a gold standard in favoring a dollar on a fully 
convertible gold basis. It is something that you should read. It puts 

burden upon the Republican Party. It puts a burden on Govern- 
mi and justly so. 

Mr. Rreni~man. Would you like to have that submitted for the 
record? Do you have another copy? 

Mr. Brapiey. I have another copy, and I could put this into the 
record. 

Mr. Rreutman. All right. I think it will be beneficial to the com- 
mittee to have it in the record. 

(The article is as follows :) 


{From Barron’s National Business and Financial Weekly, July 14, 1952] 
GOLDEN PLANK—lI?’s a Test or REPUBLICAN PROMISES 


Not the least remarkable plank in the Republican platform, which Dwight D. 
Eisenhower is now committed to support, is its statement favoring a “dollar on 
a fully convertible gold basis.” Technical though it may sound, this statement 
without question reflects a deep and legitimate yearning on the part of the 
American people for a return to hard money, and an end of that kind of monetary 
tinkering which ushered in the “baloney dollar” 19 years ago. It also raises a 
great hope—the hope, namely, that possessed of some $23 billion worth of gold, 
the United States can somehow use this great hoard not only to strengthen its 
own currency, but to bring back a system of freer trade and exchange throughout 
the civilized world. 

Yet if this yearning and this hope are to come to anything, it is the part of 
honesty to point out that much more is required than payment of lip service 
to a golden phrase. Slogans and catchwords play an important part in the 
affairs of conventions and men, but they are no substitute for difficult and 
affirmative action. The fact is that before gold convertibility, or a return to 
the gold standard, can be contemplated, certain great preconditions must be met. 
And whether the Re publican Party works to fulfill these preconditions will in 
turn show how seriously it is dedicated to conservative economic principles both 
at home and abroad. Gold, in short, is the test of larger intentions. 

This becomes apparent the moment one reminds oneself what gold converti- 
bility means. Technically it could be brought about tomorrow through legisla- 
tion forcing the Treasury not only to buy gold at a fixed price, as it does now, 
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but to sell it at a fixed price on demand—that is, to coin it. Such coinage might 
in itself restore confidence in the dollar and arrest the creeping process of infla- 
tion, and the more enthusiastic gold advocates place large stress on this point. 
Yet these results would only follow, it should be noted, if the Government desisted 
from its policy of deficit finance and of cheap money; and there is no absolute 
assurance that gold coinage would automatically bring this about, especially 
if a Mr. Synder were in the Treasury. For this reason the Republican platform 
itself wisely emphasized that the first step toward sounder money was the 
balancing of the budget and the independence of the Federal Reserve System. 
These are in fact the elementary domestic preconditions for a unilateral return 
to gold on the part of the United States. Without them the whole experiment 
could prove dangerous and abortive. 

But return to gold by this country would at best be only a beginning. It 
would not in itself bring back the great benefits of the old gold standard which 
was not a game of solitaire, but a game in which many nations coined gold and 
also obeyed certain basie ground rules which greatly facilitated international 
trade and exchange. The most famous of those rules, as any textbook student 
knows, was that if a nation for any reason began to run an overlarge export 
surp'us, and hence received gold, it would expand credit. Per contra, if a 
nation were buying more than it could pay for, it would lose gold and contract 
credit. Through this intricate process and its consequent effect on domestic 
prices and costs a moving equilibrium was maintained and the accounts of 
nations were balanced. The process was never completely automatic. It 
required consultation and skill on the part of monetary authorities. But it 
was a game that went forward with a certain amount of order and certainly 
achieved extraordinary results. 

This whole intricate system broke down in the thirties and has never been 
restored. According to more ardent Keynesians, it never should be restored be- 
cause on their view every nation must be free to follow credit and fiscal policies 
of its own choosing and cannot be bound—as under the gold standard—to co- 
ordinate internal and external policy. There is merit in the Keynesian criti- 
cism, but it is not final. Britain did not restore complete prosperity in the 
thirties by abandoning gold and the United States, if anything, did far worse. 
What the late twenties and early thirties proved is that no monetary system can 
withstand a collapse of the magnitude of the great depression. On the other 
hand, what subsequent years have shown is that without some international 
regulator like the gold standard, private international trade and investment 
become increasingly difficult. In their place we have increasingly bitter economic 
warfare pursued for purely nationalistic ends. 

If a return to gold is to be made, such economic warfare must be abandoned. 
And here reform of foreign policy by the United States and other governments 
looms almost as large as reform of domestic policy. A return to gold means by 
definition the sweeping away of exchange controls, import and export quotas, 
as well as persistent drive for lower tariffs. It also means abandonment of the 
whole shibboleth of national planning which deprives money of its main func- 
tion. Where all economic activity is planned as in the Soviet Union, it makes 
little diffeernt what is done about gold or for that matter monetary policy. The 
whole purpose of an international money system is to allow men the largest free- 
dom in exchanging their goods and services, not only within State boundaries 
but across State borders. The gold standard was and might be again a means 
to these great ends. 

Hence, if the Republicans are serious about gold, they will be serious about 
more fundamental objectives. They will seek to restore solvency at home and 
they will strive to win other governments over to renewed faith in the com- 
petitive market. They will hold that only a free American economy can meet 
the requirements of defense, and that adequate defense in its turn can greatly 
serve the free economy. The great days of the gold standard coincided not 
only with free trade, but with a century of comparative world order. The nom- 
ination of General Eisenhower augurs well for this country’s adoption of a 
strong and forceful foreign policy. If such policy can be joined to conservative 
economic principles, then the promise of a return to gold will be more than an 
empty gesture. It will be the symbol of a new outlook and of new hope. 


Mr. Braptey. A return to the gold standard does not necessarily 
mean an increase in the price of gold. There is a very great argument 
about what the price of gold should be. In the West here there is a 
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great tendency to think of the price of gold as probably reflecting the 
cost of doing business. The gold miners have observed the cost of 
operating a mine increased about threefold. This has shut down nearly 
every gold mine in the State of California and throughout the West. 
That is, where there were two or three thousand mines operating here 
once, there are about 200 today. The drop in production has been 
about the same relation. It is a matter of great economic importance 
to the West, and particularly to the bank communities. It may not 
be of great immediate economic importance to a community like San 
Francisco, where the economy is of a service character, but out in 
the country where you have eonomies dependent entirely upon the 
production of natural resources—and when I say out in the country, 
I include the State of Nevada, Arizona, Utah, and such localities as 
that—the gold situation is of very great importance. But there is 
one thing about the price of gold that is widely overlooked. I want 
to bring it to your attention. 

Great Britain tried in the years following World War I to go back 
of the gold standard. They made a valiant effort to restore things, 
to restore the monetary system to what it had been before World War 
I. That effort lasted from about 1926 to 1930 and 1931, and failed 
miserably. I think if that situation is studied, it may be seen that 
one of the keys to that failure was the fact that the price of gold that 
they used then did not reflect the great changes in the economy brought 
about by the inflation and so on, caused by the previous World War. 
I think it very likely that if we are to go back on a gold standard 
sometime in the near future or distant future, that in order to have 
a gold standard that we can stick to, one that will be worth having, 
and which can be relied upon, it may very well have to be a st madara 
which will recognize the degree of inflation that has taken place in 
all things as a result of World War II. 

If you want to think about gold a bit more, let me point out that 
the increase of price that we rec ceived here in this countr y in the year 
1933 was not inflationary in character. I will go to war with anybody 
that tries to tell me that. It was much more a measurement of the 
amount of inflation that had taken place previously. You certainly 
did not see any great increase in commodity prices following 1933 that 
could be attributed to the increase in the price of gold. The increase 
of commodity prices that we stagger under today is the result of 
something entirely different. Among other things, they are the result 
of the fact that we were not on a truly convertible gold standard. 
As to the effect of a gold standard international, you have heard here 
today much testimony about the things that obviously reflected cur- 
rency juggling throughout the world, the fact that antimony is being 
dumped in this country, and quicksilver is being dumped into this 
country, and so on, at ruinous prices, prices that appear to be below 
the cost of production in other countries. 

It simply reflects what can be done in the way of currency juggling 
when the money system of the world is not honest. If we were tied to 
a gold standard throughout the world, I do not think we would be 
suffering nearly as badly from the effect of these dumped c« mmodities. 

I made notes on the testimony that went before and I trust they are 
of interest. I want to say that Mr. Rcbie made a statement Sinden 
the effect on the discovery of the next generation ore bodies, let us 
say, future ore resources, the effect on that discovery of the imposi- 
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tion of leasing laws, rather than staying with the land laws as we have 
them. I agree with what he said wholly. 

Al Bartell brought that out. I want to defend having brought Mr. 
Bartell and Mr. Robie before you to tell you that the threats to change 
the mineral land laws are threats against the welfare of the mining 
industry. 

Mr. Schuette emphasized the role of the prospector, which gives a 
direct tie between the problem of leasing lands, perhaps, as against 
allowing the prospector to make claims against the public domain. 
In Mr. Schuette’s talk on another point, his talk was very, very good, 
and I could emphasize everything he said. A special point is that 
he referred to the high percentage of hand labor necessary in the 
quicksilver business, because of the nature of the typical quicksilver 
deposit. I wish to point out to you this is not true alone of quicksilver, 
but it is typical of many, typical of most of the mines that produce 
at least the strategic minerals and to a certain extent some of the other 
metals. 

The effect of price on production, on that Mr. Schuette pointed out 
that quicksilver was self-sufficient in World War II, when the price 
was left alone. There was a period early in World War II when the 
quicksilver price was not controlled. It was allowed to seek a level. 
It went up to about $200, as he mentioned, and finally was controlled 
at that point. That appeared to have been a part of an experiment 
on the part of the metal authorities in those days, trying to determine 
what economic method might bring about the most production, The 
q werent price was cast loose for a short period without control 

nd did find its own level and did, as Mr. Schuette pointe sd out, result 

in the production of a metal in self-sufficient quantities. 

Other experiments were made in pricing systems. There was the 
premium-price plan that was granted for copper, lead, and zinc. Sam 
Williston made reference to that. <A little more of that later. Tung- 
~ten was put on a flat price with a certain bonus for new production. 
That was another method that was tried. If you want to go back 
through history, through World War I, and I think you can go “further 
back than that from some things that I have read, there have been 
incentive schemes of almost every kind tried for the production of 
war material, including metals, in almost every war this country has 
been in. Mr. Bristol referred to the production of chrome. The 
question was asked of him if there was any danger of overproduction. 
I want to comment that I do not think so. He was talking about 
200,000 tons of a certain kind of chrome that was mentioned here, 
und of all types of chrome well over a million tons are needed in the 
country annually. 

Your committee counsel asked about published figures on reserves, 
and mineral potentials in this country. The Bureau of Mines and 
the United States Geological Survey have given that question a great 
deal of attention and have published a good many things on it. There 
is a report on a congressional hearing which I can refer to only a 
inference here. I do not know the name of it. The year was pos 
sibly 1946 or 1947. It resulted in the publication, of a booklet called 
the Mineral Position of the United States. It is pretty good. It 
goes into each one of the metals on data that was furnished by the 
Bureau of Mines and the Geological Survey. 
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I want to take this opportunity to say that the Geological Survey 
does the mining industry a great deal of good. It is a very fine serv- 
ice. The Bureau of Mines he as done us a great deal of good, too, but 
from time to time the Bureau of Mines has been subject to political 
influence. The Survey apparently has never been subjected to politi- 
cal influence. If you get reports from the perry, read them with 
the viewpoint that they are conservative. If the Geological Survey 
says there is only a few hundred thousand tons or any given number 
of tons of a metal or something available at this point, you can be 
pretty sure that there will be more. 

I think Fay Bristol will bear me out that they were very conserva- 
tive with their estimates of the potentialities of Grants Pass. 

Mr. Bristow. There were 5,000 tons of known chrome. 

Mr. Brapiey. Yes. And Schuette reported that a surve V made | ry 
the industry was that they could not dig - any more ore as far bac k 
as 1918. James Bradley and Worthen Br: adley both teuched on 
stockpiling programs, and a certain phase is again worth mentioning 
Worthen mentioned the apparent blunders by stockpile authorities. 
It seemed to me that every time that a change in price in this country 
in any metal occurred, a reduction in price, perhaps, due to extern: ul 
forces that we have no control over, every time such a change took 
place, it was taken by the stockpile authorities as a signal that there 
was plenty, so they stopped buying. 

There are some instances in the spring of 1949 when some zine 
producing facilities in the East could have been maintained. could 


have been protec ted by the exercise of a little judicious bi yil ¢ of their 
product on the part of the stockpiling authorities. The price dropped 
and no protective action was given pb the stockpile people The zine 
facilities were dismantled. It was only a year and a half later that 
they were suddenly greatly concerned on the part of the Government 
as to where they would get more zinc. There was a facility thet 


completely destroyed by (covernment neglect. 

On the other hand, an increase in the price of metals seems general 
ly to have made the stockpile authorities think that shortages are in 
minent. So they seemed to follow the policy in almost every case 
of jumping in and buying great quantities because the shortages were 
coming. You can imagine what that did to the price. Up it went, 
skyhigh, and nobody could get anything. It upset the economy. 
These sorts of things interfered very, very greatly in the long run 
with the ability of the industry to consistently produce. 

James Bradley mentioned the necessity for recasting or stockpile 
aims, for a reexamination of their targets. I want to recommend 
to this committee that they do something about that. Whatever is 
within your power to do, please do it, and look into the stockpiling, and 
see if they really know what they need in case of war. In many 
these metals there is a great divergence of opinion on the part of j 
dustry as to what the consumption would be in the case of war, a 
the apparent information on the part of the stockpile authorities as to 
what would be needed in case of war. 

Antimony is a very good example. James Bradley re ported how 
a drop in the price of antimony caused that mine to be shut down 
and the equipment sold off. The only potential producer of any quan- 
tity of antimony is this whole country—their equipment is gone. The 
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mining equipment is all gone simply because the Government turned 
its back entire sly. 

I would not say it is simply because it did. They might have deter- 
mined that it was not worth while supporting. But they made no 
effort to determine what the situation was, and they cut the single 
producer and the only producer. They did not find out whether “he 
needed any assistance. Frequent references were made here or fre- 
quent inferences were made that a consistency of Government policy 
over a period of time was necessary to the welfare of the mining 
industry, and its capacity for production in time of emergency. I 
wish to second that thought. Mr. West reminded me of a thing or 
two as he spoke. They are incidentals, perhaps, but interesting. 

In the fall of 1950, ‘under the Defense Production Act, there was 
created an agency known as the Defense Minerals Agency. The pur- 
pose of that agency was to encourage the production of materials, 
minerals, in short suppply in this country. Almost immediately, 
upon its creation, Mr. West went to Washington and worked out 
some contracts with a handful of personnel that were there, then, for 
manganese production. He got those contracts at what proved to be 
a very low price, because it was not long after that that the personnel 
within this agency was enlarged, and began to grow, and began - 
develop their procedure and their redtape, and it was perhaps a yea 
or a year and a half later before another contract for manganese was 
let, at a price perhaps 50 percent higher than the one they had given 
Mr. West in the absence of redtape. If he had only waited he would 
have had a lot better price. 

There are other examples in the activity of the agency along the 
same lines. Mr. Williston gave you four alternatives, saying that he 
favored the last one more than any other, tariff protection. I think 
that is probably true. I think the testimony here has brought out 
the importance of tariff protection. 

Reference was made by Mr. McCulloch to free trade. I think Mr. 
McCulloch realizes, lam sure he does, that in free trade, like every- 
thing else, you cannot go 100 percent of the way. There have to be 
exceptions. You cannot have completely free trade. There have to 
be exceptions, particularly in the case of these natural resources where 
we must face the prospect of reliance on domestic industries. Free 
trade is a fine thing. It would end a lot of the economic warfare be- 
tween countries. But nevertheless you cannot have complete free 
trade, and have any degree of depeaiinens e whatsoever on domestic 
mineral deposits. 

As to the matter of purchases of foreign ores and metals, they come 
in more cheaply. This is a matter of some benefit to the consumer, 
but not too much benefit. Mr. Williston touched on the principle that 
the manufacturing cost of the finished article greatly exceeds the cost 
of the raw materials that went into it. You can increase the price of 
copper many, many cents per pound without increasing the price of 
the finished product. You can increase the price of the metal in an 

automobile many cents a pound without materially increasing the 
price of the finished product. There that applies all down the line. 
You are not doing the country too great damage by forcing the con- 
sumers or requiring the consumers to pay a little bit higher prices 
for their metals. 


ee et 
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There is another angle to the matter of bringing metals from 
abroad. One angle that is favorable to it should really be mentioned. 
Germany twice and Japan once only almost succ eeded in conquering 
the world, almost entirely on a stoc ‘piling program. In the case of 
World War I, it had been initiated by Germany years and years before 
World War I. They were not producers of metals, but they stock- 
piled them and they darn near won their war. 

We could do the same. There is a need for stockpiling. But there 
is a need for letting the foreigner have his metal. The Paley Com- 
mission made an eXamination recently of the apparent need for 
metals in this country 25 years hence. One of the things they brought 
out was the prospect of increasing dependence on metals and increas- 
ing per capita consumption of me etals in this countr y- They showed 
that this country could not possibly produce in most cases the amount 
of metal that would be needed to support this ever-growing standard 
of living, ever-improving standard of living in this country. They 
quoted figures on the per capita consumption. Somewhere else they 
began to quote figures on the per capita consumption in other coun- 
tries. If you compared them, you could begin to see that we were 
the countries that had become civilized, and these so-called backward 
countries, with this demand upon them, this theoretical demand as 
in the Paley Report, with that demand they could never become 
civilized if metals are a requisite of a higher civilization. So what 
was the Paley Report proposing to do? What is anyone proposing 
to do in bringing metals from abroad? You are taking away from 
the foreigner his means of improving his situation. If that is not 
a hostile act and one bound to result in hatred and eventual warfare, 
I do not know what is. 

It must be considered any ‘time anyone proposes to bring metals 
from abroad. It has to end some place. 

I have one more remark as to tariffs. Sam stated something I 

want to endorse. That is, namely, the cost of doing without versus 
the cost of tariffs. It is very much loaded to the cost going to the 
“without” side of that equation. I think tungsten is a fine example. 
Had there been a higher tariff on tungsten, i do not think it would 
have been necessary to jack the price clear from about $20 up to 
about $60 so that the country could get this 60 or 70 percent of self- 
sufficiency. Sam did not mention the effect of tax treatment. I 
think it is a very important thing. You all know, because I have 
talked to you and learned that you know, of the direct effect on the 
oil reserves of this country of the tax treatment given to money that 
goes into the exploration for oil. The same effect would prevail in 
the case of metals if the same sort of tax structure prevailed. I can 
suggest another thing. 

I can suggest if an individual invests his money into the develop- 
ment of natural resourc es, that some consideration of that should be 
given to him in his individual tax return. 

I think at that point I am willing to say I have run out. 

Mr. Rreutman. Thank you very much, Mr. Bradley, for your sum- 
mary of some ove the testimony given here today. 


Do you ha any questions, “Mr. McCulloch, that you would like to 
ask ¢ 
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Mr. McCuuiocn. I have no questions, but I would like to observe 
that I am sure the staff will very much appreciate this summary, 
this very able summary, that we have made from Mr. Bradley. 

Mr. Rreutman. Mr. Hosmer. 

Mr. Hosmer. I have enjoyed it very much, and I particularly want 
to complimentt Mr. James Bradley on his presentation of his industry. 
It was certainly very clearcut and precise as well as interesting. 

Mr. Rrenitman. Mr. Counsel ? 

Mr. Hinton. No, I have almost had my work done for me. Thank 
you. 

Mr. Rreutman. Thank you very much, Mr. Bradley. 

Is there anyone else who would like to be heard at this time? 

Mr. Jon Hotman. I have a question, and I wonder if Mr. Bradley 
would answer it. He gave a partial answer in speaking about mone- 
tary politics. When the meeting opened this morning, there was a 
discussion on gold, and it was pointed out that our gold price at $35 
an ounce was at a disparity with what gold was worth in other coun- 
tries. In other words, in Italy and other European countries it may 
be valued anywhere from $40 to $80 an ounce. I think those com- 
ments are in some of these papers. It would occur to me that there 
was a direct connection between our small mining industry and the 
disparity in gold. 

Since listening to Mr. Segerstrom’s comment, on the dumping of 
certain ores, and Mr. Bradley’s comment on the dumping of antimony, 
if antimony costs in Yugoslavia or Spain 40 cents a pound to produce, 
and they can sell it for 2814, if they were getting gold in exchange 
at $35 an ounce, which is worth twice as much in their country, have 
they not made twice as much profit on the sale of that cheap product 
which we though we were getting at a bargain? That is the point 
I want to know. Are we paying in gold for the exchanges of these 
products that we seem to be getting so cheaply in this country, and 
which are a very definite detriment to our producing and developing 
a mining industry here ? 

Mr. Rreniman. I think that is a very pertinent statement, sir, and 
we appreciate your bringing it to our attention. 

Is there anyone else ¢ 

Before closing this hearing, I want to on behalf of the committee 
to say that we have enjoyed being here in San Francisco with you 
people. We have appreciated the spirit that has prevailed through- 
out this hearing, the sincerity on the part of those who have been here 
today to testify to their interests in this problem. 

If there is no other person to be heard, we will adjourn this meeting 
at 5:30 p.m. 

(By direction of the Chairman the following statement was subse- 
quently made a part of the record :) 

Tam Selim BE. Woodworth, a citizen of the State of California and an American 
by birth. I am a university graduate, University of California at Berkeley, and 
Columbia University at New York City with the degree of metallurgical engineer. 
I am a member of the American Institute of Metallurgical and Mining Engi- 
neers and have practiced my profession for the past 40 years, more than 30 of 
which as a partner of the firm of Hamilton Beauchamp and Woodworth, Metal- 
lurgical Engineers of San Francisco who acted as engineers and consultants for 
many of the large and small mining companies in this country and throughout the 
world. 

On April 25, during Mr. Fay I. Bristol’s verbal testimony on “Problems of 
Domestic Chrome Ore Production,” a statement was made to the effect that there 
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might be overproduction of chrome. A statement was also made that a limit 
should be placed upon the tonnage of chrome ore or concentrate that can be 
shipped to the Grant’s Pass Purchase Depot in any 1 year by any 1 operator. 
I challenge both these statements as they cannot be substantiated by facts. 

The following figures are taken from United States Bureau of Mines Chrome 
Report 35 for the year 1952: 


Consumption year 1952 Short tons 
i itaiiterattnircigtiniinnince eee he 675, 815 
EG ain hb ccndawieheabnammadnn Se ee wants a 391, 251 
CR kcendnnneminn hacia ail ie lala : 118, 564 

NE st itian eaaceishaiie é SS ee . oo... 1, 185, 60 


Domestic production, 21,216. 

The United States Bureau of Mines Chrome Report No. 35 states that the 
entire domestic production of crome ore for the year 1952 was but 21,216 short 
tons and that all of this tonnage passed through Grant’s Pass Purchasing Depot 
with the exception of the product of one shipper. This tonnage, therefore, must 
have come from the 125 shippers to the depot of which 22 are mills mentioned 
in the testimony. The average tonnage produced therefore per shipper per 
year was but 170 short tons. Now this is perfectly understandable when it 
is realized that most of the properties are on the tops of high peaks which 
are covered with snow in the wintertime. As the program was just becoming 
effective, no provision had been made to attempt operation in winter weather, 
and the winter of 1952 was unusually long and severe. With additional mills, 
some 40 of which will be in operation in 19538, it is reasonable to expect between 
50,000 and 70,000 short tons of metallurgical chrome ore and concentrate to 
pass through the depot this year. In 1954, it is believed that between 80,000 and 
100,000 tons will be produced. 

If the 100,000 tons mentioned were produced by the present 125 shippers, it 
would only average 800 tons per shipper per year which demonstrates that 
production comes from small properties. There is, therefore, no reason to 
limit the tonnage that can be shipped by one producer per year. Mr. Bristol’s 
fear that the Pacific Coast States might overproduce metallurgical grade chrome 
is therefore groundless. 

It is my professional opinion that a steady production of metallurgical grade 
chrome ore and concentrate can be produced from the Pacific Coast States if 
the Government will extend the purchase program by 5 years and maintain the 
present price schedule. Such extension is absolutely necessary to allow the 
miner to find and develop his property to a point where he can see the return 
of his investment. This will vary between $1,500 and $2,000 per ton of daily 
mill capacity using new equipment. It will take him a year to reach the point 
where he can determine what daily tonnage and grade of ore he can consistently 
send to his mill. If he finds that the grade of the ore is such that he cannot 
properly concentrate it in a small and simple milling plant and the ore body 
is not large enough to warrant a large and efficient milling plant, he must 
abandon the property and start all over again. If the Government wants pro 
tection for its military demands, it must grant the time and the price incentive 
to make such protection possible. 

Prospecting, exploration, and development work are time-consuming and costly, 
but if the Government will provide the additional time and maintain the price 
incentive as at present, the necessary capital and operating costs will be met 
by the miner and the required production of chrome will be maintained. By 
the end of 1953, more than 40 mills will be producing metallurgical grade chrome 
concentrate without having used 1 cent of Government funds for capital expen- 
ditures. The Pacific Coast States may well be proud of this fact. 

There is little doubt that the 3 Pacific Coast States can produce 10 percent 
of metallurgical grade chrome used each year—but the fear of overproduction 
is a joke. 


(Thereupon at 5:30 p. m., the hearing was recessed to reconvene 
at Spokane, Wash., Monday, April 27, 1953.) 

















































PROBLEMS IN THE METAL-MINING INDUSTRY 
(LEAD, ZINC, AND OTHER METALS) 


MONDAY, APRIL 27, 1953 


House or RepreseNnTATIvEs, 
SeLect ComMITTEE TO ConpuctT A STUDY AND INVESTIGATION 
OF THE PrRopLeEMS OF SMALL Business 
Spokane, Wash. 

The committee met at 10 a. m., pursuant to recess in San Francisco, 
Calif., in the Elizabethan Room of the Davenport Hotel, Hon. R. 
Walter Riehlman, acting chairman, presiding. 

Present: Representatives Riehlman, McCulloch, and Hosmer. _ 

Also present: Bynum Hinton, committee counsel; and Carl Davis, 
staff director. 

Mr. Rrentman. This hearing will come to order. 

May I say on be half of the members of the Select Small Business 
Committee of the House of Representatives that we are delighted to 
be here in Spokane this morning. We are here on a special mission 
which you are familiar with. 

I would like to make this statement. I believe that you understand 
our committee is not a legislative committee. We are a fact-finding 
committee. It is our duty to secure every bit of information that we 

ossibly can, pro and con, on every important issue affecting small 
feaiaien in this great Nation of ours. We are here today to deal with 
the mining problems, and the different problems that are affecting 
the small miners in this Nation of ours. 

I am sorry that the chairman could not be present. Mr. Hill is a 
native of this part of the country. He comes from Colorado, and has 
lived there, I guess practically all his lifetime. He has a deep 
interest in the problem we are studying here. I would like to have the 
record also show that we have present this morning the Honorable 
William McCulloch, from Ohio, a Republican, serving on the Select 
Small Business Committee, and also Mr. Craig Hosmer, from the 
State of California, a Republican, serving on this Select Small Busi- 
ness Committee. 

We had hoped that we would have at least two members of the 
minority party here. However, they found that it was impossible 
for them to join us in Spokane. We hope that there will be at least 
two of them when we arrive back in Phoenix, Ariz., to continue our 
hearings. 

We also have our counsel, Mr. Bynum Hinton, and Mr. Carl Davis, 
staff director. 

If there are any men present who do not have a prepared statement 
or who are not prepared today to make a statement with respect to 
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this problem, we invite you to prepare such a statement, and present 
it to us here before we leave for Washington. If you do not have it 
prepared, mail it to the Select Small Business Committee at Wash- 
ington, D. C. It will be inserted in the record, and given the same 
consideration as oral testimony before this committee. 

Gentlemen, we will proceed immediately to call the first witness 
this morning, who will be Mr. Henry L. Day, president of the Idaho 
Mining Association and president of the Day Mines, Inc. Go ahead, 
Mr. Day. 


STATEMENT OF HENRY L. DAY, PRESIDENT, IDAHO MINING ASSO- 
CIATION; PRESIDENT, DAY MINES, INC., WALLACE, IDAHO 


Mr. Day. My name is Henry L. Day, and my address is Wallace, 
Idaho, of which community I have been a lifelong resident. 

My business is mining, and I have been engaged in it all my adult 
life. Iam president and general manager of Day Mines, Inc., oper- 
ating several moderate-sized mines in the Coeur d’Alene mining 
district of northern Idaho. Our employees over a decade might aver- 
age 500 in number. I am also president of the Idaho Mining Asso- 
ciation, whose membership is open to anyone in the State connected 
with the business of mining. Members include producers and poten- 
tial producers of gold, silver, lead, zinc, copper, cobalt, antimony, 
tungsten, phosphate rock, monazite, and certain rare earths. All of 
these miners, of course, have prohlems; many of which, however, are 
parctiular to their own type of business, but some are common to the 
industry. It is not possible nor perhaps even desirable to discuss all 
the problems of the area before this committee. Idaho’s antimony 
production, for example, is now very slight, when but a short time ago 
it produced more than any of the other 48 States. Low price caused 
a shutdown. A cobalt output, sufficient to make our country almost 
self-sufficient, is retarded by technical refining difficulties. Phos- 
phate rock mining is related to cheap electric power and the relative 
prosperity of the farmer requiring fertilizer. None of these concern 
us primarily at this moment. 

It is my feeling that several of us are qualified to present to this 
committee today the pressing problems of American small mines in 
this immediate area, particularly those concerned with the production 
of lead and zine at a reasonable mining profit. IT use the adjectives 
“reasonable” and “mining” in connection with profit, because ours is a 
wasting asset industry, and not only are we entitled to a sufficient 
return on our investment in the way of interest or dividends, but we 
do have to have sufficient funds from our business to perpetuate our 
very existence. This is done by spending relatively large sums in 
exploration and development. ‘That is, the search for new ore bodies 
and the preparation of such ore bodies for commercial production. 
Mining at a profit is now our chief difficulty, and of it we will treat 
today. 

Other speakers representing industry will discuss briefly the con- 
tinual burden of Federal taxation, again more than necessary upon a 
wasting asset industry. Speakers will also treat of exploration diffi- 
culties which have been solved, in part by the well-conceived program 
of the Defense Metals Exploration Agency. 
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As far as our section of the industry is concerned, we will deliber- 
ately refrain from commenting upon (1) amendments to the Taft 
Hartley Act; (2) the operation of the new amendments to the SEC 
regulations; and (3) controversies in respect to the application of 
mining laws to public lands. These three last-mentioned subjects are 
all part of a much broader situation than that encompassed by United 
States small mining business. 

Now I would like to picture for you the lead-zince situation. I will 
start first with the world, then with the United States, then come into 
this particular area, and then tell you something of the problem of 
my company. Primary world production with secondary (or scrap) 
metal, excluding Russia, makes available to consumers annually some- 
thing in excess of 2 million tons of each metal. The United States, 
and this is very important, is both the largest producer and the largest 
consumer of each metal. Some large uses of lead, and I think you are 
all familiar with them, are in storage batteries, tetraethyl gasoline—— 

Mr. Rreutman. I think this would be most interesting to the com- 
mittee. Do you have any figures as to the exact amount the United 
States consumes with respect to the 2 million tons you have said are 
available through world production ? 

Mr. Day. I will come to that very shortly, Mr. Chairman. 

To repeat, some large uses of lead are in storage batteries, tetraethy]l 
gasoline, and cable covering; galv anizing takes the greatest tonnage 
of zine but brassm: king and zinc base alloys (including diecastings) 
also require large amounts. It is axiomatic, in my humble estimation, 
that large and flourishing industries are vital to the well-being of the 

Jnited States. 

I say this advisedly. Let us take a look at the automobile business. 
You would have great difficulty in starting your automobile without 
a storage battery to crank it up. Nobody wants to go back to the old 
armstrong days when we tried to spin the engine, particularly on a 
cold morning, by hand. In these days of high compression engines, 
we all like a little premium gasoline, and the so-called premium brand 
generally sold at 3 cents above standard is not the only gasoline that has 
tetraethyl lead compound in it. Your ordinary grade has some, too, 

The very telephones that we use so constantly have conversations 
transmitted by copper wires enclosed in lead sheathing. We would not 
get along without lead and zinc. The farmer’s tin is galvanized to 
prevent corrosion. Barbed wire is galvanized, and of course galvaniz- 
ing means covering with zinc. Zine base alloys, particularly those 
used in diecastings, are found in almost every sort of business. 

The carburetor on your automobile has a number of small parts in 
which diecastings are utilized. 

Now I will come to the United States. Our Nation consumes about 
half of the world’s lead supply but its production is only a third of 
that requirement. The balance of needs is supplied about equally by 
its own scrap and foreign imports. Our country consumes 45 percent 
of world supply of zinc, and produces two-thirds of its consumption. 
The balance must come from imports. 

Mr. Hosmer. Will you review those zinc figures again, please? 

Mr. Day. Our country consumes 45 percent of the world’s zine, and 
produces two-thirds of this amount, that is, of its own consumption. 
The balance, or one-third, must come from imports. 
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I would like to add parenthetically that the figures that I am giv- 
ing you have been rounded off very roughly so that they will be more 
re adily grasped. 

In addition, the statistics change almost from year to year by 5 or 
even 10 percent, so that there is no use giving figures and statistics 
right down to a decimal point. It will be noted that the domestic 
economy of these two metals is linked to the importation of 300,000 
tons of each metal, or thereabouts, each year, which is necessary to 
keep these two businesses on an even keel. Such importation may 
slide up 50,090 tons yearly, or slough off by 100,000 tons annually, 
without causing much harm to either United States producers or con- 
sumers. Much change in excess of these increments has price reper- 
cussions which become violent, such as the present situation. Lead im- 
ports were 511,000 tons in 1952, and 179,000 tons in 1951. Similar 
figures for zinc were 565,000 and 391,000 tons, The 1952 oversupplies 
brought drastic price declines. 

Now, coming to the local area, the Pacific Northwest (excluding 
Montana, a sizeable producer in its own right) yields more than 20 
percent of United States mine production of lead and more than 10 
percent of its zinc. So the weak metal markets at present are matters 
of serious concern to this area embracing north Idaho and north- 
-astern Washington. 

The Coeur d’Alene mining district of north Idaho, from which I 
come, is one of the first magnitude i in the world, as classified by the 
economic geologist. That means it has produced more than $1 billion 
gross value in metals. As a matter of fact, this district is approach- 
ing the billion and a half gross production point. Contrast it with a 
district I believe well known to you all, and that is Butte, lying 25 
miles easterly. One can say that that district is approaching $3 billion 
in gross values of metals. It is about twice the size of our district. 
While the Coeur d’Alenes have been preducing for more than 60 
years, technical men of authority and reputation still believe it has 
great potentialities. 

Employment in the Coeur d’Alene district of north Idaho has 
declined by some 600 men in the past 6 months, directly attributable 
to falling lead and zinc prices. This indicates probably a decrease 
by one- eighth in the combined tonnage of the two metals from the 
district. 

In the case of my company, Day Mines, Inc., we have perhaps a 
typical one. It is medium in size, operating several small mines. In 
1952, the gross income of several million dollars came from three 
metals in these proportions: Lead, 54 percent; zine, 37 percent; silver, 
9 percent. 

Our lead output has been in recent years about, one-fortieth of the 
domestic total, and perhaps one-two hundredth of United States zine. 
Employment has varied in the past 10 or 12 years in the 400 to 600 
range; today it is 274. We are having extreme difficulty in even pre- 
serving that much employment. 

Since last fall our lead output is off one-tenth and zinc output is 
down one-half. Exploration projects requiring annual expenditures 
of perhaps half a million dollars have been curtailed insofar as prac- 
tical. But metal prices continue to drop, and management is faced 
with almost irresistible pressure to revise operations further down- 
ward, unless something is done to improve the situation. 
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It must be forcibly observed that the domestic situation is normal 
(with of course the important exception of prices) as the United 
States consumption of both metals continues at high levels and the 
country’s production is not excessive. The trouble may be traced 
directly to unprecedented imports of lead and zine in 1952, continuing 
at rates so far this year of 40,000 tons of lead and 50,000 tons of zine 
per month. Contrast those figures of about 500,000 tons of lead and 
600,000 tons of zinc with the metal available per year in the world, 
possibly two and three quarter million tons this year, and you will 
see that these phenomenal imports are a terrific and harmful influence 
in the metal price structure. 

In passing it might be well to emphasize that currently 2 months’ 
imports are substantially in excess of the tonnage that north Idaho 
will produce in all 12 months of 1953. 

Idaho is one of the leading zine producing States in the United 
States, and also in the world. It must be apparent then that price 
troubles are to a great extent manmade. Therefore, man can attempt 
a solution of the problem. If he fails in part, then the first thing 
that occurs is the operation of the old inexorable, immutable law of 
supply and demand. As prices fall, profits vanish and mine operators 
decrease their cash requirements by closing down the lower grade 
stopes—a stope being a place in a mine where ore is extracted—and 
curtailing development. This means that workers are laid off. As 
times become increasingly more difficult, the next step is to stretch 
finances by decreasing the workweek or reducing wages, or both. 
Finally, as current assets vanish, and current assets in one form is 
what we meet our current monthly payrolls with, operations cease 
altogether. We are now in the early stages of the working of this 
economic law. Each successive phase of its functioning is attended 
by harsher and grimmer circumstances than previously were the 
case. 

Can supply and demand be influenced by legislation? I believe so. 
At least five remedies have been proposed, and the adoption of one or 
more will assuredly tend to alleviate our present difficulties. 

Additional stockpiling: Further acquisitions of lead and zine for 
the national stockpile can be made immediately with little, if any, 
legislation being required. It does seem that our present stoc kpiling 
method operates to accumulate many of the critical and strategie metals 
and minerals when they are scarcest and prices highest. W1 hy not 
acquire lead and zine when their prices present attra: tive specula- 
tions? A twofold objective is then in sight as the removal of 25,000 
or 50,000 tons of each metal from the market would provide temporary 
relief, while more permanent remedies are being threshed out. Pur- 
chase of 50,000 tons involves a sum of approximately 11 to 12 million 
dollars. The Defense Procurement Agency in the past 2 years has 
purchased or contracted to purchase, strategic and critical minerals 
and metals in a total amount in the neighborhood of $5 billion. These 
commitments do include lead and zinc, both domestic and foreign, 
and at prices substantially in excess of current market quotations. 
Stockpile costs of lead and zinc could be averaged down in price by 
current acquisitions. 

I have given additional stockpiling first treatment in my remarks 
because it is the easiest and simplest. It is no permanent solution, but 
it would help temporarily. 
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Incidentally, the DMPA has helped the lead and zine producers by 
buying lead and zine in the open market. It would appear, however, 
that the authorities who determine the tonnages of metals placed in 
the national stockpile believe that we have sufficient lead and zinc, I 
think that that is a moot problem. 

2. A sliding scale importation: A bill has been introduced by Con- 
gressman Simpson of Pennsylvania, H. R. 4294. This measure would 
establish a base price of 1544 cents per pound for each of our metals, 
with a compensating import tax of 1 cent for each 1 cent decline in 
lead and zine prices. Certainly this plan, which has never been 
tried heretofore, deserves the closest consideration. It has widespread 
industry endorsement, not unanimous, however, and will be discussed 
in detail by the following speaker. 

In addition the bill extends for 1 year the Reciprocal Trade Act 
and limits the importation of residual oil (a waste product in Ven- 
ezuela). Suffice it for me to say that the Simpson measure strikes at 
the crux of the difficulty—imports. It proposes an increasing tax with 
decreasing prices on the privilege of selling foreign lead and zine in 
this country, on a basis that should protect the miner, but allow the con- 
sumer unlimited access to the world market above a price of 1514 cents 
per pound. 

Our industry recommends that under almost boom conditions which 
exist in the manufacturing business in the United States at the pres- 
ent time, we must import substantial quantities of these two base 
metals, 

Metals Credit Corporation: An agency with that name would be 
set up under the terms of a bill recently introduced by Senator Johnson 
of Colorado, S. 869, “to provide a stable market for and a ready supply 
of domestic strategic and critical metals and minerals in the United 
States.” The corporation would have the power to purchase metals 
and minerals at prices not less than their average cost of production in 
the United States. It could also stockpile and sell, before or after 
stockpiling, to United States industrial users at prices not less than 
its cost of acquisition.- It is directly patterned after the Commodity 
Credit Corporation, created many years ago by Congress to stabilize 
farm prices. According to Senator Johnson the CCC agency was able 
to do an excellent job when it worked with nonper ishable agricultural 
commodities. 

Perhaps most of us know the CCC best as the Federal agency which 
has purchased and still has on hand enormous quantities of butter, 
eggs, and perhaps potatoes. These were perishable items, and the 
CCC manifestly has lost and will lose millions of dollars on their 
activities in these markets. 

Premium price plan: On April 1, 1953, Senator Murray, of 
Montana, introduced S. 1539, patterned after the premium price plan 
for copper, lead, and zinc, which plan was utilized in the payment 
of metal subsidies during World War Il. It contemplates the pay- 
ment of individual subsidies by the director of the plan to each pro- 
ducer of strategic and critical ores, minerals, and metals “whose 
operations require such payments.” This measure has the endorse- 
ment of at least one large mining labor union and will be discussed 
today by its representatives. As one who had experience with this 
plan during the early 1940’s I would say that it needs much simpli- 
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fication, it needs the enumeration of the director’s exact powers, and 
it does need a lucid statement of the price formula before its overall 
merit can be analyzed. 

Import quotas for metals: No specific legislation of this type 
has been introduced at the present as far as lam aware. Nevertheless 
it is a simple and effective method of preventing overcompetition 
from foreign metals, whose cost is determined on the world market 
by currency devaluations, extremely low wages, and poor living con- 
ditions in contrast to United States standards, foreign nations’ 1 
sities for dollar exe hange, and their socialistic pra tices. There is a 
precedent in the principle set by the immigration quotas for foreign 
nationals. These have been in existence for decades. 

Further extension to raw commodities would, of course, apply to 
metals, and that is only a contrast to human beings born outside of 
the good old United States. 

Will the American people permit the lead-zine indust try, the largest 
among nations, essential to national defense and our high economic 
standards to be destroyed by the dumping of low-wage imports? I 
think not. But the law of supply and demand is today operating 
to bring about that very unhappy coridition. It has been resisted 
by miners with the reserves accumulated by miners in good times, 
by the momentum of any successful business, by the willingness of 
the miners to accept operating losses in the hope that they were tem- 
porary, and by the ability of the industry to adapt itself after a 
fashion to the reduced metal prices. Now the situation has reached 
a crucial point. 

As I have said, unprecedented imports of lead and zine in 1952 
have forced down the prices of both metals. In the past year lead 
had dropped from the 19-cent ceiling price to 12 cents per pound; 
zine has declined from a 1914-cent ceiling — to 11 cents. The 
combined prices are off 1514 cents per pound, or about 40 percent. 
Picture to yourself what would h: appen to any has industry whose 
gross income declined 40 percent in a space of time of less than 1 
year. Small mines, and relatively speaking all mines in this area 
are of that size, cannot produce much longer, but their continued 
operation is vital. They provide places for possible new, large dis- 
coveries. They furnish nuclei of trained manpower in time of national 
emergency and contribute their share of new metal. 

How many are aware that the Federal Government during World 
War IT was forced to furlough nearly 10,000 soldiers to the nonfer 
rous metal mines. Yet this was the case. The importance of oper- 
ating mines, large and small, even on a part-time basis, cannot be 
overemphi asized. 

The great majority of local mines must operate continuously or 
not at all. They are not like a water faucet, to be turned off or on 
at will. Mines must be maintained continuously as they cannot be 
placed in “moth balls,” like a battleship, for an emergency. Trained 
workers, or more exactly an experienced nucleus, must be available 
in time of national emergency even to expand the output of known 
ore bodies. From 2 years to a decade may be absorbed in the explo- 

ration, development, and installation of facilities to bring a carefully 
selected prospect to the production stage. For every successful ven- 
ture many must fall by the wayside. 
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Five different approaches have been outlined to the problem. None 
is perfect; none is a panacea. <A solution is not oar beat crucial cir- 
cumstances demand immediate action. 

Mr. Rreni~man. Does that conclude your prepared statement, Mr. 
Day ? 

Mr. Day. That concludes my prepared statement. 

Mr. RreuitmMan. May I compliment you on a very fine and con- 
structive statement. You have covered, I believe, the problem very 
well, and outlined it to us. 

You have mentioned five approaches as you concluded your state- 
ment, suggestions to correct the problem. May I ask you this ques- 
tion : 

What is your personal opinion as to which one of the five is the most 
practical at this time? 

Mr. Day. I am inclined to believe that the sliding-scale import tax 
is the most practical. Nevertheless, I do see certain advantages in 
other legislation which would provide for premium price plans, and 
also which would provide for a Federal agency to deal in metal. I 
presume, when I say I see advantages in the latter two, that any leg- 
islation would be modified to simplify the present bills and, in my 
mind, make them more equitable to those concerned in their operation. 

Mr. Rreutman. I wonder how you arrived at the 1514 tariff that 
should be instituted. 

Mr. Day. I think that was obtained by the fact that for a 10-year 
period, starting with and embracing World War II, metals with 
premiums paid, subsidies from Uncle Sam, averaged about 1514 cents 
a pound. Industry was able to produce substantial quantities during 
such a period, and that basic figure was sort of an arithmetical aver- 
age of what the industry received, the two industries received, over 
a period of time. 

Mr. Rrenuman. We are vitally interested, of course, in the defense 
of our Nation. Somewhere along the line we recently learned, or the 
statement was made to the committee, that at the time of World War 
II we could have easily lost the war because of the lack of materials 
that you are talking about here today being in short supply, not hav- 
ing them in stockpile. Do you have any information on that? 

Mr. Day. I think that might have been a very important factor in 
our unsuccessful prosecution of the war. I would not want to say that 
we might have lost the war, because we did not have lead or zinc, but 
nevertheless, it would certainly have interfered with our vigorous 
effective waging of war. The fact I have cited alone, that the Army 
found itself in dire straits over lead and zine supplies, and they fur- 
loughed 10,000 soldiers into the mines, should prove that point. If 
any of you know how hard it is to get one soldier out of the Army for 
any private purpose, you can realize that the Army, in letting 10,000 
en go, was pretty much wrapped up in the necessity of lead and zinc 
production. 

Mr. Rreutman. There is another statement that you made that was 
quite intriguing to me. You said that 40 percent of the gross in- 
come to these small miners had been reduced in the past few years. 
Over what period of time has that occurred ¢ 

Mr. Day. I do not quite understand your question, Mr. Chairman. 

Mr. Rrewtman. The drop in price probably had something to do 
with it. 
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Mr. Day. I said the combined prices of lead and zine were off about 
1514 cents per pound from the ceiling price, and that represented a 
drop of 40 percent in our gross income, 

Mr. Reniman. Due to that cutoff in gross income, has there actu- 
ally been any small mines closed in this area ? 

Mr. Day. Yes, sir, and there will be witnesses following me very 
shortly to describe the closing or substantial reductions in some mines, 
from men who are connected with these operations. As far as Day 
Mines, Inc., is concerned, our production is down from what possibly 
450 men could get out to what 274 can get out. 

In this connection we closed one mine, primarily a zine producer, 
last fall. We placed another one, in February, on a straight day-shift 
basis, eliminating the night shift. This had the effect, of course, of 
cutting the production in two, 

Mr. Rreniman. I have one other question, Mr. Day. You said that 
employment had dropped in the last month by 600. What percent- 
age is that of the total employment in this area. 

Mr. Day. Those figures have reference to the Coeur d’Alene dis- 
trict where the gross employement in mines, mills and smelters is 
probably about 5,000 men or a little more. 

Mr. RieniMan. That would be somewhere around 10 percent or 
better ¢ 

Mr. Day. 11 or 12 percent. In that vicinity; yes, sir. 

Mr. Rrentman. Mr. McCulloch, do you have some questions? 

Mr. McCuttocn. Mr. Day, I noted that you had made a suggestion 
of five possible solutions. Which is the most logical, in your opinion ? 

Mr. Day. Well, after a good deal of study, I feel constrained to say 
that I think the Simpson bill, which provides for the sliding import 
tax, is probably the most logical. 

Mr. McCu.iocu. If we would join that with, perhaps, additional 
stockpiling, that would at least produce substantial temporary relief. 

Mr. Day. Yes, sir. 

Mr. Rreutman. Among these 5 suggestions that you have made, 
I noted 3 others, 1 a Metals Credit Corp., and a premium price plan. 
Was it your experience or was it the experience of the industry that 
this premium-price plan as it operated during World War II was 
used to the advantage of those people with pleasant personalities and 
with connections of influence in Washington, and that it resulted in, 
shall we say, some small producers without those connections not re- 
ceiving the consideration that they might otherwise have been entitled 
to? 

Mr. Day. I would say that the first 2 years, or an approximate 
peraer of that time the premium-price plan was in operation, that the 
arger producers who were sammie with the ins and outs of the 
working of our Government in Washington, D. C., and who were able 
to make frequent trips there or maintain representatives profited 
more than those who were not in such lucky positions. The farther 
away one was from Washington, the harder it was to get prompt con- 
sideration from the premium price plan office. 

At that time it must be borne in mind that the plan was conceived 
to stimulate the production, irrespective of price, of lead, zinc, and 
copper. We were in short supply of all a metals. The plan 
started out with the frozen prices of lead, zinc, and copper, which were 
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614 cents per pound for lead, and 814 cents for zinc, and paid a pro- 
ducer who increased his production above a norm a subsidy for the 
additional production. 

It was soon seen that this did not get out the required metal, so the 
quotas for the normal production were changed toward the end of the 
operation and pretty well abandoned. We had four mines operating 
during World War II, each producing lead, and most of them some 
zinc. We had a different quota which met the monthly figure that 
you produced normally, and you were paid for increased production, 
and we had different prices for each metal, and each was on an entirely 
different basis. 

It involved the analysis by some 40 or 50 analysts as the Premium 
Price Plan Office called them, mining engineers, geologists, men with 
mine-business experience. The rules of the game were not well known. 
Originally they were not even known to industry. 

My personal observation is that they were not too well known within 
the office in some temporary building in Washington, D.C. The thing 
had to develop by experience. Many inconsistencies developed. ‘The 
general result was that people operating almost side by side got dif- 
ferent gross prices for their metals. Frictions and jealousies devel- 
oped. The man who had the highest costs, whether it be his fault or 
whether it be due to physical circumstances, got the biggest premium. 
In other words, the greatest subsidy. There was no compulsion at 
all for efficiency. If your costs went up, you were given more pre- 
mium. I do not know about the operation of Senator Murray’s Bill 
It had some changes in it, and a great many are highly desired. It 
seems to me that it is not desirable, under present circumstances, to 
advocate a measure which provides an incentive to increase the pro- 
duction of lead and zine. I think we want to maintain our present 
status until such time as foreign production has greatly diminished. 

Mr. McCuttocu. I was particularly interested in that part of your 
last comment that indicated that this premium-price plan, unless 
most carefully operated, might result in the encouragement of in- 
efficient production. 

Mr. Day. It possibly could. All of those things, under the old 
premium-price plan, and in Senator Murray’s bill, are up to the Direc- 
tor of the plan. He apparently has almost unlimited authority. I 
have suggested here before the real merit of this bill could be deter- 
mined that the bill itself should be simplified, that is, streamlined and 
the Director’s powers should be enumerated, and the formula by which 
he determines what any producer is to receive in the way of subsidy 
should be clearly and lucidly stated. 

It is not so in this bill. After reading that section several times, 
T am not exactly certain myself of just how these subsidies would be 
determined. We had, during World War IT, under a premium-price 
plan, determinations simply by directive or rule or regulation of the 
Director of the plan and his committee. 

Incidentally, to illustrate how far those things go, the governing 
body of this premium-price plan consisted of nine men who, theoretic- 
ally, were working under the War Production Board. It also had 
representation from the OPA to prevent runaway prices, and it had 
direction from the Metals Reserve Corporation, a subsidy of the RFC, 
which subsidiary put up the money by which the smelters, private in- 
dustry, paid these additional premiums on certification. 
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Each outfit furnished three men. One was an economist, one was 
a businessman, supposedly trained in the mining industry or experi- 
enced in the mining industry, and the third member—I am trying to 
think just what his capacity was. In practice he could have been 
almost anybody available. 

So the result was he was supposed to represent some field. On the 
guiding committee the result was that we had 3 economists, 3 mining 
businessmen, and 3 others. They got into some terrible rows among 
themselves and had all sorts of difficulties. One example is that the 
Metals Reserve was supposedly only to review these findings and deter- 
mine if the arithmetic was right, and if the certificate should be 
granted,andsoon. Yet the Metals Reserve with a very dominant man 
sitting in, took a very active part in determining the whole thing, and 
actually made calculations and so on, when in the regulations it said 
the Metals Reserve was only a reviewing board. They got pretty 
complicated back there. 

Mr. McCutxocn. All of which resulted in more controls and more 
bureaucratic action from the centralized government. 

Mr. Day. One man controlled it, incidentally, Mr. McCulloch, and 
that was the director of the plan. 

Mr. McCutiocu. I have only 2 more questions, Mr. Chairman. 

It seems to me from what you have said, and if I have interpreted in- 
correctly I would be glad for you to correct me, that the Metals Credit 
Corp. is also subject to some of the same criticisms that might be 
directed at the premium price plan. Using the experience of the Com- 
modity Credit Corporation, unless we can work the bugs out of it, you 
would not want us to too seriously consider that proposal, would you 

Mr. Day. You gentlemen know more about the operations of the CCC 
than Ido. It has quite a bad reputation to overcome, particularly as 
far as nonperishable commodities are concerned. I am not whole- 
heartedly opposing either the premium price plan or the metals com- 
modity idea. I think they do have some merit. But I do think the 
present bills, as drawn, need to be very substantially overhauled. 

As far as the Simpson bill, the sliding-scale import tax, I do not 
think that needs much improvement. It is my first choice, but let me 
say that the other two are second and third choices 

Mr. McC uLLocH. Do you have any idea about the cost of produc tion 
of lead and zinc in foreign countries in comparison to the cost of 
production in America? 

Mr. Day. We think it is substantially less than in the United States. 
That may be demonstrated by the fact that the production of these 
two metals has not fallen very greatly in the last 6 months when the 
world price went down substantially, and when the United States 
production went off. We are higher cost producers, generally speak- 
ing, in the United States, and particularly in this important area. 
Mexican production, Canadian production, Australian production, 
South American and African production has held up almost exactly 
today to what it was months ago. . 

The same thing cannot be said for the United States. I think that 
indicates that we are higher cost producers. 

Mr. McCuttocn. Obviously any one of these solutions of which you 
have talked will cost the consumers of America some additional sums 
of money. I would like to have your studied and sincere and con- 








294 PROBLEMS IN THE METAL-MINING INDUSTRY 


scientious judgment as to whether, over a long period, a decade or more, 
the cost to the consumer would be more or less than if we do nothing? 

Mr. Day. Do you mean to the manufacturing consumer of met tals? 

Mr. McCuttocn. I mean to the final consumer, to the body politic. 

Mr. Day. To the great public. 

Mr. McCutiocn. Yes. 

Mr. Day. Personally I think it makes very little difference to those 
that buy lead and zinc products about the exact price, whether it is 
12 cents, 15 cents, or even 18 cents for these two metals. In most cases, 
and I am thinking of galvanized iron, die castings for zinc, storage 
batteries, and tetraethy lead gasoline for lead, the 1 metal itself is but a 
small part of the ultimate cost, what you might say to be the retail cost 
to the consumer. 

A year ago I attended the annual meeting of the Lead Industries 
Association and the American Zine Institute, which are the trade or- 
ganizations for these two industries. They have consumers as well as 
producers among the membership. At that time they were not worry- 
ing about ceiling prices, and we producers were pushing ceiling prices 
of 19 cents for lead and 1914 cents for zinc. They were worried about 
a regular, steady, monthly supply of metal that would take care of 
them. The Ethyl Corp. made the statement at that time that they 
needed 100,000 tons of lead a year, irrespective of the price. If we 
wanted to attempt to get a r: aised ceiling for lead, they certainly would 
not object to it. 

In other words, they would have paid 21 cents for lead. However, 
this year, the lead industries meeting has just been over, and they 
sort of think that a fair price is about the present market. I guess 
it is only human nature for one to change his mind. 

The battery people felt much the same, though lead is a larger 
proportion of the ultimate cost in a storage battery. But when the 
cannot get lead and zinc, these manufacturing consumers say, “We 
do not care what the price, but get your production on a stable basis 
so we can get all sorts of metal.” 

They are quite sincere. It is quite possible to show this committee 
that commercial batteries, and lead storage batteries, do not increase 
or decrease in price to the purchaser, the ultimate purchaser, with 
the price of lead, but rather with ups and downs of labor, if there is 
any such down, or any such thing as a down in wages, other costs of 
doing business, taxes, and so on. 

Mr. Rreutman. The amount of lead in a battery would be so small 
that it would not affect the ultimate retail price of the battery ? 

Mr. Day. In the average automobile battery there is something like 
22 pounds of lead, and if we give lead a differential of 3 cents above 
the present price, that is only 66 cents worth of lead in a battery that 
you probably pay 15, 18, 23, or 24 dollars for, depending upon the size 
of the ahaa engine. 


Mr. Rreui~mMan. You would not have any fear that that would be 
reflected if it were up 5 cents a pound, or 6, in the retail price of the 
battery ¢ 

Mr. Day. No, sir. 

Mr. Rrenuman. Mr. Hosmer. 

Mr. Hosmer. Mr. Day, you were talking there about the consumer 
who wants a steady supply. What if Uncle Sam just said, “We are 
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going to stop any concern about this le ad and zinc industry. Nothing 
is going to happen i in Washington at’all.” 

Do you think then that the ‘domestic consumers, the large consumers, 
might make some kind of a contract with you in order to preserve this 
supply ? 

Mr. Day. Not at the present time. 

Mr. Hosmer. In other words, I am wondering if they are standing 
back and waiting for the Government to bail them out. 

Mr. Day. Under present circumstances, sir, I do not think they 
would make a contract. 

Mr. Hosmer. Not under present circumstances. I am stating the 
assumption that the Government just washes its hands of the whole 
thing. 

Mr. Day. Is your question then that some concern like the Ethyl 
Corp., which uses a substantial tonnage of lead-—— 

Mr. Hosmer. I think you said they needed 100,000 tons of lead. Da 
you think they would come and make a contract with you at this 1514 
cent figure just to insure their supply over the years ? 

Mr. Day. No. 

Mr. Hosmer. We have heard a considerable amount of testimony 
The net effect of it is, I think, something like this: In an abstract 
economic sense, probably the best thing is that the consumer pick up 
his requirements on the market at the best possible price that he can. 
However, due to the world uncertainties, the United States needs a 
domestic supply of certain metals. Therefore, we vary the abstract 
economic theory to that extent so that we will assure a domestic supply 
in the event foreign imports are cut off, plus the additional reason that 
the existence of a domestic supply gives the American consumer a 
guaranty that he is not going to be at s the mere y of the foreign cartels 
in connection with these metals. ‘The *y might take the prices and raise 
them anywhere they wanted if we did not have a supply. 

That means that if we are in this inquiry for the purpose of assuring 
a domestic supply of these metals for these particular pur poses, what 
is the amount of the supply that we should be striking at‘ In other 
words, I believe your testimony was to the effect that the consumption 
of lead and zinc in this country amounts to about 1 million tons a year. 
One-third is primary, one-third secondary, and one-third imports, 
practically ¢ 

Mr. Day. Exactly. 

Mr. Hosmer. Is that today’s figure? 

Mr. Day. Yes; that is the current figure. 

Mr. Hosmer. That is the current figure in connection with this 
present war emergency; is that right ? 

Mr. Day. That is correct. 

Mr. Hosmer. What was the normal peacetime requirement in the 
year prior to June 1950? 

Mr. Day. Approximately the same, except that in recent years there 
has been a tendency for the domestic production to decline and the 
importation of foreign metals to increase. 

Scrap lead comes out when the price of metal is high, and it is a 
little bit slow in appearing on the market when the price of lead is 
mediocre. 
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Mr. Hosmer. In other words, the consumption of this metal is about 
the same whether we are in war or in peace. 

Mr. Day. Approximately the same. Strange as it may seem, we do 
not use lead bullets any more, and lead is not primarily a war metal. 

Mr. Hosmer. The secondary market has a lot of influence on that, 
too, I believe. 

Mr. Day. The secondary market has; yes, indeed. 

Mr. Hosmer. What proportion of the 1 million tons a year in your 
judgment should come from domestic sources in order to accomplish 
foams purposes that I have set forth? 

Mr. Day. I think the present ratio should be sustained, which is 
30 or 35 and possibly 40 percent of that million tons. I think that 
would lead to a healthy economy in our country overall, and also to a 
fairly healthy situation for the lead miner. 

Mr. Hosmer. What was the domestic production of lead in the 
United States in the year prior to Korea ? 

If you do not have that figures, I will ask someone else. 

Mr. Day. I should say 400,000 tons or possibly a little bit in excess. 
Certainly it was less than 500,000 tons. 

Mr. Hosmer. In other words, there was some oversupply at that 
point, if we take this roughly one-third or 40 percent domestic figure? 

Mr. Day. No, because the imports were very substantially less than 
they are now, and possibly the proportion of scrap returning to the 
meltingpots of the smelters was quite less, and the price of lead was 
down. 

Mr. Hosmer. I understand that, but we are trying to arrive, as I 
conceive it, at some figure at which the domestic production would 
be maintained. After we arrive at that figure, then we try to work 
out the way to do it. 

Mr. Day. It has changed in the last decade, Congressman. It has 
changed quite a lot. 

Mr. Hosmer. We are talking about current figures since 1950. and 
I believe you have been testifying in connection with them; it resolves 
around this 1-million-ton figure. 

Mr. Day. You were asking me about pre-Korean times, though. 

Mr. Hosmer. I meant the year immediately prior to June 1950. I 
think we have some facts on that by now. W hen we are talking about 
this Simpson bill, this arbitrary 151 2 cents a pound figure, do you 
actually believe that that wouk i do anything other than to establish 
1514 cents a pound floor on the price of these metals? In other words, 
vou testified that the foreign production is much cheaper than yours. 
Undoubtedly they can afford the differential that the tariff would 
cost. If there is no other attraction which would induce a consumer 
to purchase domestic rather than foreign lead or zinc, just what 
would this bill accomplish ? 

Mr. Day. Well, it would give the industry a price at which they 
could operate. 

Mr. Hosmer. I know, but when we come to the consumers, why are 
they going to buy from you rather than buy from some importer, if the 
price is the same ? 

Mr. Day. The price would not be the same. It might be 12 cents 
worldwide on which they would have to pay a 314-cent import tax for 
the privilege of selling in the United States. So the price of foreign 
metal delivered here to a manufacturer would be 1514 » cents. 
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Mr. Hosmer. Then you would sell, say, at 15 cents and take the 
market ¢ 

Mr. Day. Or 1514, yes. 

Mr. Hosmer. That is all. 

Mr. Rieutman. Mr. Counsel, do you have a question ¢ 

Mr. Hinton. Yes, sir; I have a few questions, more or less to set 
certain standards here, if it is possible, so we will know what we are 
talking about. 

I understand that lead and zine do not occur in those forms, that 
they are in combination with other metals, like lead-silver, and lead- 
zinc-silver. I imagine that would be true, for this area too, would it 
not ¢ 

Mr. Day. To a certain extent. Some of the deposits in this area 
have practically no silver associated with them. 

Mr. Hin ron. In view of that, and in order that we may have sort 
of an idea of what we are talking about here, what, in your opinion, 
would be the definition of a small miner as opposed to a big one 4 
In other words, where do you draw the line? 

Mr. Day. That, of course, is a very leading question. We have 
had some arguing among industry as far as what is small business. 

Mr. Hinton. I realize that. 

Mr. Day. If you tell me what your idea of small business is, I would 
be very glad to extend that definition to small mining. 

Mr. Hinton. I realize that there are about 30 different definitions 
of small business. I know it isa relative thing. I just was interested 
in what your opinion is. In other words, who are you talking about 
when you talk about a small miner, and who are you talking about 
when you talk about a large miner. I am interested in your opinion. 

Mr. Day. I would say in general a small miner is one who has a 
limited operation in that he is not in the business vertically. In other 
words, he does not smelt or refine his own ore or market it or take his 
product and fabricate it and manufacture if into products for sale 
to the publie. 

Mr. Hinron. Would there be any definition that could be arrived at, 
say, through total tonnage per year produced? Would that be possi- 
ble from the point of a small miner? 

Mr. Day. You have had definitions of small business in front of this 
committee, and some of this commiitee’s predecessors, and in the 
Senate. They argued about whether to define it according to the 
number of employees, or how many hundred thousand or millions of 
dollars were handled a year, and so forth. It is a very difficult situa- 
tion. But I think that all miners in this area, whether they employ 
2 or 3 or 4 or 6 or 8 or 500 or 800 people are really small miners. 
There might be one or two exceptions, but among the very largest. 
Compared to the great producing companies in our business, and the 
great sellers of metal, they are relatively small in this area. 

Mr. Hivron. Who would you consider the great companies? 

Mr. Day. Well, St. Jose »ph Lead is the largest producer of lead. 
American Smelting and Refining is a producer both in this country 
and abroad, and is the largest smelter and refiner of domestic metal. 
I would consider them large companies. They employ eight, ten, 
twelve, fifteen thousand people, and they have sales agencies that seil a 
considerable portion of the lead and some of the zinc. We have com- 











298 PROBLEMS IN THE METAL-MINING INDUSTRY 





panies such as the Eagle Pitcher, American Metal, American Zinc, 
Lead and Refining, United States Mining, Refining and Concentrat- 
ing, which I consider rather large companies. These companies, of 
course, have ramifications in them that they may produce, treat, sell, or 
even buy a dozen or more metals outside of the two we are discussing 
primarily here. 

I think as far as large business is concerned, there cannot be more 
than 10 or 12 companies in the United States that are in that category 
in the lead and zine industry. 

Mr. Hinon. I have one other question. I have also heard in our 
tours through the West here that another thing that the miners feel is 
lacking is adequate tecnological—if you could call it technological— 
mapping services, and the like. By technological, I mean methods of 
utilizing lower grade ores than would ordinarily be available to them 
at the smelter. Would you have any suggestions along those lines, 
as to what might be done to help the small miner in assisting him? 
By that I mean by legislation or maybe programs in colleges. Would 
you have any suggestions? 

Mr. Day. No; | have not, and it is for this reason: I do not think 
in this part of the country we have such a problem. We are primarily 
concerned here with rather high grade ores that are or can be produced 
only at a relatively high cost. There are certain exceptions. As far 
as technological improvements in production processes at the smelters. 
I do not feel that the Government can do a great deal about that. As 
far as mapping the areas, that is done by the United States Geological 
Survey. As far as certain mine methods and smelting methods, we 
have research under way by the United States Bureau of Mines and the 
Department of the Interior. I have no suggestions to make regarding 
anything that might revolutionize the production, marketing, or sell- 
ing of ores at all. If any process is going to come it will probably be 
rather gradual. 

Mr. Hinton. I was just wondering whether you might have any 
program that you might feel that the Bureau of Mines could institute 
and carry out that might be of some assistance. Perhaps you feel 
there is a need for better mapping in the areas here that might be of 
assistance to small miners who cannot do that themselves, 

Mr. Day. Topographic and geologic mapping are of great assist- 
ance to the small miner. The United States Geological Survey is pro- 
ceeding as fast as the appropriations from a beneficient Congress will 
let them. I think they are doing a pretty good job, although only 
something like 7 percent of the United States is mapped at the present 
time. Most of the mining industry districts, however, are assisted 
by the Bureau of Mines which handles es ae and investigations 
of mines in another fashion. We have, I think, very excellent service. 
It is better now than at any time in my recollection. 

Mr. Hinron. The reason I asked the question was maybe giving a 
tariff might not be enough. It might have to be supplemented by 
technological or other types of programs. 

Mr. Day. Well, we would like to have other methods of prospecting 
recognized by the Bureau of Land Management, as applying on the 
work requirements on patented claims, and in connection with appli- 

cations for patents. That is really another subject, and it brings in 
conten phase of the thing. It is not of the primary importance that 
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the price of metals is. Our bread and butter are threatened today, and 
our employment also, by low prices. There are a lot of things that 
can be done, such a revision of the Federal tax laws, which will be 
touched on this morning briefly. We have the DMPA, the Federal 
exploration assistance program, which in my opinion is really working 
very, very nicely. 

Mr. Rreuiman. Any other question, Mr. Counsel ? 

Mr. Hinton. No, sir. That is all. 

Mr. Rieniman. I want to ask one other question, and then I will 
yield to my colleagues. You have been very gracious, and we are tak- 
ing a lot of your time. Are you aware of any contract that the United 
States has with a foreign country, with a base price of 1714 cents to 
procure lead and produce it in foreign countries for this country ¢ 

Mr. Day. I think there is one for zinc that is with a Canadian mine 
by the name of Barview. There are others that I have heard aout, 
but I am not specifically informed. 

Mr. Rreniman. I had some information along that line, and I won- 
dered whether the industry was aware of that fact, that we did have 
such contracts? 

Mr. Day. I would think to a very limited extent, because I do not 
think these contracts have been given any publicity at all. Some of 
the companies having them refer to them in their annual reports, but 
not in detailed fashion. 

Mr. Rrentman. Mr. Hosmer. 

Mr. Hosmer. Do you know if there will be a witness later discussing 
this quota problem more in detail ? 

Mr. Day. The quota problem ? 

Mr. Hosmer. Yes; the quota solution that you mentioned. 

Mr. Day. Import quotas on metals? 

Mr. Hosmer. Yes. 

Mr. Day. No. As far as I am aware, none is scheduled. 

Mr. Hosmer. Let me ask you this question then, in light of the fact 
that this one-third United States production would probably be the 
ideal figure to strike at. 

To accomplish it do you feel that perhaps the consumption figures 
for domestic lead for one quarter of the year could be ascertained and 
then, rather than have a fixed import quota, have the import of lead 
from overseas during the next quarter based on the amount of do- 
mestic consumption in the previous quarter ¢ 

Mr. Day. There is a figure-gathering organization known as the— 

Mr. Hosmer. I mean just in a matter “of theory, if that could be 
worked out, do you think that would be a good way to establish the 
quotas, rather than on a fixed basis? 

Mr. Day. There is a figure-gathering organization known as the 
American Bureau of Metal Statistics. 

Mr. Hosmer. I just want to get an answer to my question. Do you 
think that is a good idea or a bad idea, or would you rather not express 
an offhand opinion in it? 

Mr. Day. Will you state that question again, so I am sure I under- 
stand ? 

Mr. Hosmer. We would get the figures on what our purchases of 
domestic lead were in January, February, and March, and then in 
April, May, and June, not more than the amount of the domestic 
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sales for the first quarter could be imported in the second quarter, 
and so on. 

Mr. Rrenuman. Mr. Day, may I again express to you our appreci- 
ation for your giving us so much time. We are running a little bit 
behind schedule here, and we will have to move along a little bit more 
rapidly on the next witnesses or we are not going to conclude today. 

Thank you for your presentation. You probably will be here so 
that if we need any more of your good counsel you will be able to give 
it to us. 

Mr. Day. Thank you very much. 

Mr. Rreuuman. The next gentleman that we have scheduled, and 
we will try to work in at least two more witnesses before the lunch 
hour, is Mr. Charles E. Schwab. 


STATEMENT OF CHARLES E. SCHWAB, MANAGER OF INDUSTRIAL 
RELATIONS, BUNKER HILL AND SULLIVAN MINING & CONCEN- 
TRATING CO., COEUR D’ALENE, IDAHO 


Mr. Scuwas. Mr. Chairman and gentlemen, it was my hope to be 
very brief here. However, noting your rather astute questioning of 
Mr. Day, I feel that I must place a background before you. 

Mr. Rirutman. Before you start, if you could, please, I would be 
very happy to have you identify yourself for the record. I would 
next like to ask you this question. You have a rather voluminous 
report here. Is it your thought that you would like to have this placed 
in the record, and then you more or less give us a digest of it? 

Mr. Scnwas. That would probably be very preferable from the 
standpoint of time, Mr. Chairman. 

Mr. Rrenitman. I am afraid we would not have time for you to 
read this complete statement. 

Mr. Scuwan. There are a number of tabulations accompanying the 
reports, and I do not intend to go into those at all. 

(The statement is as follows:) 


STATEMENT OF CHARLES BE. SCHWAB, MANAGER OF INDUSTRIAL RELATIONS, BUNKER 
Hitt AND SULLIVAN MINING & CONCENTRATING Co., CozEUR D’ALENE, IDAHO 


My name is C. E. Schwab of Kellogg, Idaho. I am appearing here on behalf 
of, and at the request of, the majority of lead-zine mining operators in the Pacific 
Northwest of the United States and particularly those in the Coeur d’Alene 
mining district. I am employed as manager of industrial relations for Bunker 
Hill and Sullivan Mining & Concentrating Co., which is engaged in mining, 
concentrating, and smelting of lead-zine ores in the Coeur d’Alene district of 
northern Idaho. 

In this presentation certain basic assumptions are made. It is assumed that 
the American people and their congressional representatives do not want to see 
the lead-zinc mining industry destroyed. However, it is also assumed that they 
do not know just how close this is to happening. We are forced to presume that 
the present administration may not be aware of the malady and unfortunate 
legacy it inherited from its predecessors. We are also of the belief that it is 
not the public policy to adopt the role of dependency on foreign nations for the 
supply of raw materials, like lead and zinc, needed for a healthy peacetime 
economy and critical in a national emergency. It appears that the promoters 
of the “trade, not aid” theory are not predominantly raw-material producers 
engaged solely in an extractive industry, but are engaged in manufacturing or 
assembling many products. We are in favor of trade, but we do not want to 
trade away our heritage or birthright. 

With the numbness that comes about through constant repetition, the word 
“crisis” has lost its effectiveness to properly describe a given condition. The 
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American public has in the last decade been deluged with crisis conditions and 
crisis governmental thinking or planning. Crisis has become a common word— 
rather than the usual word to portray a particular situation. For the most part, 
the reason, the causes, or the effect of these past crises have been hidden or 
submerged.. On but few occasions has the American public been able to wade 
through the maze of words and labyrinth of regulations or orders to know just 
what was the problem and how it could be solved. They knew only that there 
was trouble somewhere and an often nebulous something was needed for 
correction. 

Contrast this with a true crisis—one definable in the accurate meaning of 
the word. Without dissent, to my knowledge, employees and their unions, 
communities and their civic organizations, businessmen and their associations, 
and operating management of domestic mines are in agreement on the fact that 
a crisis exists in the domestic lead-zinc industry. And, without dissent, they 
agree on its cause—excessive imports. Rarely, is a target so clean cyt—and, 
rarely is there such wide agreement on one cause—even to agreement on one 
word—“imports.” With such unanimous agreement from all those affected we 
may briefly examine: (1) The cause, (2) its effect, and (3) a remedy. 


THE CAUSE 


Simply stated the cause is excessive imports of foreign lead and zine. But to 
understand why these imports are the cause, requires a short review of past 
years. Quite a number of occurrences explain this cause. 


1. Volume of imports 

The record from 1930 to 1952 of the volume of imported lead and zinc as com 
pared to United States domestic mine production are attached herewith (see 
tables 3 and 4). Even casual perusal emphasizes the fact that 

1. Foreign imports, when compared to percentage of United States mine pro- 
duction, have been steadily increasing with extreme increase in 1950 and 1952. 

2. Since 1947 imports have been greatest when United States domestic price 
was lowest. Agdin, extreme increases occurred in months when United States 
domestic price was lowest. 

8. The excessive imports have been Of such an amount that only the word 
“dumping” truly describes their character. 

4. We feel certain that foreign metal has been imported by the United States 
Government for stockpiling. It is our understanding that such tonnages to the 
stockpile is restricted information and we do not know if they are included in 
the total import figures which are cited. If they are not included, and we pre- 
sume they are not, the import figures will be much higher than those tabulated 
herein. 

2. Source of imports 

The source of these imports, by countries, for the last 5 years are tabulated 
herein (see table 5). Pertinent emphasis should be noted that 

1. Major importers of lead are Mexico, Canada, Australia, Peru, Yugoslavia, 
Union of South Africa, and Bolivia. Chief source of zinc imports are produced 
in Canada, Mexico, Peru, Bolivia, and Spain. 

2. Marked increases, due to new mines or rehabilitation of old properties being 
brought into production, have been made by Peru, French Morocco, Yugoslavia 
for lead, and Peru and Bolivia for zine. 

3. Almost without exception, all foreign imports, by countries, in 1952 even 
exceeded the highs of 1950. 

8. Price of imports 

Attention is particularly directed to the various prices listed under the tabula- 
tion of imports. 

1. The highest foreign price for lead and zine in 1950, 1951, 1952 always ex- 
ceeded the highest domestic price. 

2. In 1950 the highest foreign price American consumers had to pay for zine 
exceeded the high domestic price by 11.7 cents. In the case of lead this difference 
was 3.5 cents. 

3. During the high import years of 1950 and 1952, the lowest foreign price 

yas less than the lowest domestic price. In the low import year of 1951 the 
lowest foreign price was higher than the lowest domestic price. 

4. When the overall supply of metals is scarce our consumer has had to pay 
an unduly high price for the metals that have been imported. On the other hand, 
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when the supply of metals is plentiful, our domestic mining industry has had 
to suffer from unduly depressed prices of imported metal. Unrestricced and un- 
controlled imports have caused a market condition akin to jungle warfare. 


4. United States tariff 

What small tariff there exists today on lead and zinc is really the ineffective 
remainder as reductions in tariff have been regularly reduced under the Re- 
criprocal Trade Agreement Act of 1930. The negotiated agreements—Canadian, 
Mexican, Geneva, Torquay—have not only reduced duty in actual cents-per- 
pound but the percentage protection value of lead and zinc steadily declines. 
A tabulation, which is included as tables 1 and 2, reveals that. For comparison, 
the percentage protection of lead in 1939 was 42.1 percent and by mid-1952 
had been reduced to 7.1 percent. Zine in 1939 had a percentage protection 
of 27.4 and by mid-1952 it, too, had been reduced to 5.19 percent. Note the 1939 
price for lead was 5.05 cents; zinc was 5.11 cents. It is unnecessary here to detail! 
the sharp rise in cost of materials, hourly earnings by employees, taxes, and 
so forth, which have taken place in the United States since 1939. 

One of the causes is the rejection by the Tariff Commission in May 1950 
of the petition of the Emergency Lead Committee that escape-clause relief be 
granted and the refusal of an application for investigation of injury to the 
domestic lead-mining industry of the United States. 


5. Devaluation of foreign currency 

Devaluation of foreign currency (see table 6) occurring chiefly in late 1949, 
caused foreign producers an immediate margin of favor over domestic producers. 
Imports poured into the United States and only ceased temporarily due to the 
international tension over Korea, 

The likelihood of devaluation was vigorously denied, particularly by Great 
Britain, until the actual moment it took place. A quick cross check between 
those countries which devalued their currency shows they are the same ones 
who have dumped their lead and zine on the American market. 

6. Foreign aid programs 

Since June 1950 total loans and grants amounting to $245 million have been 
made available through Federal agencies and the Export-Import Bank to ex- 
pand foreign mineral production. 

Defense Materials Procurement Agency has contracted for lead from Guate- 
mala, over a 74-year period at prices from 17 cents to 20 cents. It has con- 
tracted for zinc from Mexico and Peru, over a 5-year period, for a price of 164% 
cents to 17% cents. 

7. Foreign wage scales 

Peru, Morocco, and Guatemala wages are $1.50 to $2 per day. In Mexico 
small independent mines pay about 85 cents per day and wages at large operations 
are about $4. Canada and Australia alone, of the importing countries, have 
wage scales comparable to those in the mining industry of the United States. 
But, the comparison is not complete without noting that both Canada and 
Australia have the largest and highest grade lead-zinc mines in the world. In 
addition, Canada favored its mining economy with very attractive tax structure 
and prudent climate for investors in mining ventures. 

Average daily wage scales in American lead-zinc mines are about $16, to 
which must be added $1 to $2 for various fringe benefits. Since foreign mines 
are becoming mechanized, productivity per employee is equal to, or not far below, 
similar United States operations. Thus, a large proportion of the world’s lead 
and zine is produced by employees who receive wages that would be absolutely 
unthinkable in the United States today. 

&. Richness for foreign ores 

Very briefly the metallic content of foreign ores will exceed those of the 
United States. Canada’s great deposit has already been mentioned. Australia, 
Mexico, Peru, Yugoslavia, and Morocco mine ore of greater average metallic 
content than those mined in the United States. 

While there are others of importance, these eight causes are the major reasons 
for the present crisis in the lead-zine mining industry. As these things occurred, 
and as the sequence of events piled on one concession after another to favor 
foreign imports, it is little wonder that they now combined sound a death 
knell to the domestic industry. It is not the proverbial straw that broke the 
camel's back but in reality the whole load that the industry must bear. And, 
all the causes combined reflect in ever-increasing and excessive imports. 

Keeping these causes in mind we may logically examine their effects. 
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THE EFFECT 


1. Effect of reduction in tariff schedules 

In common with all commodity prices, the general level of lead and zine prices 
have risen in the last 20 years and in the last 10 years in particular. With a 
lead-zine duty schedule expressed in cents per pound the real value of these 
schedules has been drastically reduced. In addition to this, the negotiated 
agreements with foreign countries have continued to grant further concessions 
by even further reducing this 1930 cent-per-pound tariff schedule. So what 
is left today, in the way of present protection, is so ineffective, and so drastically 
reducedto favor foreign producers, that it no longer provides any more than a 
token schedule. 

A corollary action in 1950 had a marked influence on the present crisis. 
During late 1949 and early 1950 foreign imports were flooding the domestic 
market. A strikingly similar situation existed then as exists today. When 
the Emergency Lead Committee petitioned that the United States Tariff Com- 
mission investigate the injury to the lead-mining industry because of trade 
agreement concessions, the plea was unanswered. And the request for granting 
escape-clause relief, as defined under the Reciprocal Trade Agreement Act of 
1930, brought forth no remedial action. In fact, despite this petition, in 1951 
at Torquay the United States Tariff Commission negotiated further concessions. 

The prophecy made by the domestic industry in its presentation to the United 
States Tariff Commission in 1949 and 1950, have been proved true—they were 
only delayed by the interval of Korean conflict and apprehension beginning June 
1950. 

2. Effect of volume of source and price of imports 

At the outset it is to be remembered that under the conditions of recent high in- 
dustrial activity, keyed to a defense economy and stockpiling program, there is a 
need to import about 400,000 tons of lead and 350,000 tons of zinc to meet con 
sumer and defense demands. This is abnormally high and would be reduced ma- 
terially without the need of defense requirements. But, how has the consumer 
fared in fulfilling his needs over and above domestic production. sriefly, when 
he necds it, it is not forthcoming—and when his needs are fulfilled, an avalanche 
of imports occurs. Unquestionably the most severe condemnation of the too 
widely held view of dependency on foreign metals is the fact that it has been 
conclusively shown that when we urgently need foreign metals we do not get 
them. And, when we do not need them they come into the American market in 
unprecedented amounts depressing prices and closing down domestic mines and 
plants. This condemnation is ably supported by experience of 1949 to the pres- 
ent date. 

Let us see what the picture was like in zine during 1950. Aided and abetied 
by devaluation, foreign imports of zinc reached a then all-time high of 427,881 
tons. This, together with domestic production of 623,375 tons was far in excess 
of consumer demand. There was no need for this amount of imports. After the 
Korean war broke out in June 1950, and extending through the year 1951, we 
were in need of additional imports to meet our regular, and particularly our 
defense, production. Then we could not secure sufficient zine to meet our require- 
ments and during 1951 were only able to import 390,449 tons. By the end of 1951, 
world supply had caught up with demand in zine. Foreign governments and pro- 
ducers with heavy stockpiles and inventories of high-price zine began to unload 
in United States markets. Imports in 1952 tctaled an all-time high of 565,029 
tons. And, what was happening to the United States producer and consumer? 
The United States producers were held to a ceiling price by the OPS of 17% 
cents until October 1951 at which time it was advanced to 19% cents. Foreign 
prices scared rapidly without any ceiling and reached 30 cents in August and 3114 
cents in October of 1951. The American consumer was being “gouged for all the 
traffic would bear.” Yet despite his willingness to buy at such prices, he was 
unable to secure enough zinc for his needs. Conversely, when foreign producers 
and their governments who had “guessed wrong” on an alleged scarcity chiefly of 
their own making, they dumped their zinc on American markets and the price 
was forced down to 11 cents per pound. 

The picture in lead closely parallels that in zinc. Here, again, we were only 
able Lo import 257,900 tons in 1951. Again, as supply caught up with demand 
and as foreign “guessers,” were proved wrong, there began a frenzied unloading 
and 637,000 tons were shipped into the United States in 1952. As in the case of 
zinc, large quantities of foreign lead were bought by American consumers at 22 
cents when our domestic ceiling was 17 cents. And, also as in zine, the impact 
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of foreign imports of lead has been felt in 1952 and early in 1953 with the price 
now depressed to 12 cents. 
8. Effect of devaluation of foreign currency 

This action in 1949 was in a great measure the calamity which caused the for 
eign lead-zine import avalanche to begin. Devaluation of foreign currency has a 
particular adverse effect on our natural resources industries, such as agriculture 
and mining. Unlike manufactured goods, foreign mining and agriculture are 
produced with little or no expenditure of United States dollars. Products of 
these foreign natural resource industries are sold to the United States to gain 
the full internal benefit of devaluation. Our domestic basic industries then bear 
the brunt of trade injuries caused by devaluation. Obviously, in the case of lead 
and zine, foreign producers can, after devaluation, compete more effectively. 

Devaluation furnished an immediate rise in income to the producer of lead 
and zine in Australia, South Africa, Mexico and Canada, and South America. 
At the same time it raised the price of lead and zinc in the foreign countries 
which had devalued. Thus, it made it more costly for the regular home-foreign 
consumer in foreign countries to buy his needs. This result occurs, of course, 
because devaluation does not increase the internal buying power of a nation. 
Rather, it does the opposite and curtails regular home-foreign consumption. 
Then began the heavy and excessive exports to United States during the latter 
part of 1949. The tide has not ceased except in 1951 when a jittery world again 
prepared to defend itself. 

When anyone berates tariffs, let him be reminded that as a weapon of inter- 
national trade, tariff cannot compete with devaluation to demoralize interna- 
tional trade and the affected industries like lead and zinc. 

Needing no comment is the United States Tariff Commission’s statement in 
its report for the period April 1949—June 1950. This is their analysis: 

“In most foreign countries embargoes, quotas, licensing, and exchange-control 
regulations have become more important than tariffs as a means of restricting 
imports. At present most foreign countries restrict both the quantities of goods 
to be imported and the sale of foreign exchange.” 


}. Effect of foreign aid and purchase contracts 


Of great impetus to the expansion of foreign production of lead and zinc has 
been the United States policy of passing out gratuities by providing loans, grants, 
aid, and guaranteed purchase contracts at high prices to stimulate foreign 
producers. In short, this is done at the expense of the domestic company and 
the employees who contribute their share of taxes to provide such funds. To 
put it bluntly, it is certainly “rubbing it in’? when employees, and the companies 
for whom they work, are taxed to put themselves out of jobs and out of 
business. 

Words cannot portray the sentiments of the American miner as he watches 
this take place during which time he seems to be expected to retreat to some 
dark corner and ponder whether he should close up shop or operate at a loss. 


5. Effect of high grade foreign ore and low wages 

With many foreign wage scales amounting to a daily rate of less than hourly 
for American employees, it requires no figuring to see that foreign metal can 
be produced much more cheaply than domestic metals. But, to this comparison 
must be added the fact that the metallic content of foreign ores is, in the 
main, greater than ours, 

Estimates point out that foreign lead-zine can be produced at some 5 cents 
per pound less than domestic. The present market of 11-cent zine and 12-cent 
lead is one in which the foreign producer can make a profit but major segments 
of the domestic industry cannot. The foreign producer will continue to sell at 
present, or even lower prices, and no increase can be expected until the domestic 
industry is forced out of business. Then, judging by immediate past history, 
the American consumer can expect to pay exorbitant prices as his dependency 
on foreign metals increases. 

6. Closing of domestic mines 


The general assumption of those who are unfamiliar with mining is that pro- 
duction can be started or stopped at will. Nothing could be further from the 
truth. This erroneous impression could be quickly corrected by a visit to a mine 
in operation to see the openings supported by massive timbers, the water being 
pumped, the fan installations to keep proper ventilation, the supervisory organ- 
ization, the manpower and the specialized equipment needed to sustain active 
operations. Even brief closure means high cost to maintain equipment, replace 
failing timber, keep the mine pumped out. Long closure makes these activities 
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prohibitive and the mine is abandoned. It floods, caves when timber fails, super- 
visory and mining crews are disbanded, making resumption of mining costly and 
oftentimes prohibitive. 

The last 12 years have seen apparent shortage and emergency demands for 
maximum metal production alternating with surplus of available metal from 
dumping of foreign metals in our market. This has resulted in many temporary 
and some permanent mine closures. Each such cycle has resulted in higher 
costs, lower profits, loss of both immediate and future potential production, and 
discouraging further investment in mining. 

All too briefly, these are the “causes” and the “effects.” Now, for the “remedy.” 


THE REMEDY 


The mining industry has examined thoroughly all of the various bills which 
have been introduced in Congress to provide relief for the lead-zine mining indus- 
try. Of all these bills, we look with favor on H. R. 4294, introduced March 30, 
1953, by Congressman Richard M. Simpson, Republican of Pennsylvania. We 
make this statement knowing that numerous sincere efforts have been made by 
many other Congressmen and Senators to provide a remedy. Other bills propose 
to solve the problem by “subsidies” or the “establishment of a Metals Credit Cor- 
poration” similar to the Commodity Credit Corporation in operation under the 
various agricultural legislation. 

Remembering that there is no conflict that the “cause” of the lead-zine “crisis” 
is excessive imports, we therefore favor a bill which goes directly to the solution 
of these imports, rather than “begging the question” by artificial support with 
subsidies or purchases and doing nothing concerning the imports. 

The Simpson bill examines the role of the Tariff Commission both in the pre- 
negotiation phase of trade agreements and in the granting “escape clause” relief, 
This would apply to any condition or product. 

“Protective clause” in the present law reading, “* * * serious injury to the 
domestic industry producing like or competitive articles, * * *” is to be 
amended to read “* * * unemployment of, or injury to, American workers, 
miners, farmers or producers, producing like or competitive articles, or impair- 
ment of the national security and such unemployment, injury or impairment, 
or threat thereof.” 

The bill contains special provisions to strengthen our domestie petroleum, 
coal, and lead-zine industries. These industries are closely allied in that they 
are basic raw material producers and vital to a healthy economy. The bill, 
being an amendment to the Tariff Act of 1930, recognizes the need to maintain 
sound and effective industry within the United States, and it effectively answers 
all the “causes” and “effects” hereinbefore discussed. 

Shorn of its necessarily detailed language, the portion of the Simpson bill 
referring to lead and zine States this: 

“Today 15'4-lead and 15%%-cent zine are prices at which United States mines 
can operate and provide full employment. When lead and zine prices exceed 
this 15'%-cent level there shall be no additional duty on imports. When lead 
and zinc drop below this 1514-cent level a sliding scale import tax begins to 
automatically take effect. The more severe the price falls below 151% cents, 
with the subsequent very adverse impact on United States mining, the more 
the import tax is levied.” 

Referring to the ceiling prices under OPS of 19-cent lead and 1914-cent zine, 
the 15%%4-cent price established in the bill as a base is eminently fair and rea- 
sonable. 

The United States must and undoubtedly will import some lead and zine 
and such imports can properly continue under the Simpson bill. It is for this 
reason that no sliding scale import tax is effective when the adjusted base price 

yas 15% cents per pound or greater. There is no restriction whatsoever on 
the opportunity for the foreign lead and zine to find a market in this country 
to the extent that domestic production cannot take care of demand 

For the American consumer who has suffered through the shortages and 
high foreign prices recently, this bill should come as a welcome relief as an 
answer to the instability of markets in recent years and the difficulties en- 
countered in procuring additional needs. The condition of the domestic mining 
industry is so closely allied to the condition of other basic industries that some 
thought has been given to determine whether such a proposal of the Simpson 
bill would effectively answer problems affecting those other basic industries. 
It is our considered opinion that this proposal can well fit, and be applied to, 
any other raw material commodity. 
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We wish to emphasize that the provisions of the Simpson bill would be auto- 
matic and not require the need of any additional bureaus or commissions for 
its execution. There is no expense involved to the Government. In fact, to the 
contrary, the reverse is true and the Government would derive revenues when 
lead and zinc prices were below the adjusted base price. 

The only objections to the bill which have been made public is that by the 
American Metals Co. who released a statement from New York City, April 17. 
We feel compelled to point out that the American Metals Co. is not a domestic 
producer of ores of lead or zinc and is predominately importers and sellers 
of foreign metal. 

CONCLUSION 


Literally by “pulling itself up by the bootstraps” the people of the United 
States have attained the highest standard of living known—one unparalleled 
in history. While doing this, they have also come to rank first in production 
of the ores of industrial metals of iron, copper, lead, and zine. In addition, 
they are also first in production of aluminum, magnesium and titanium. 

Yet we are advised to turn to a role of “dependency”’—away from one of “self- 
sufficiency” or “major self sufficiency.” How short our memories are. Have 
we forgotten our “dependency” experiences at various times on tin, rubber, 
copper, scare-buying period like 1951 for lead and zine, industrial diamonds, 
and coffee—to mention just a few examples. We recall that under “depend- 
ency” the final price of raw materials and products labeled “low-cost foreign 
supplies” always became “high cost.” 

If we destroy or weaken our producers of raw materials—the miners, farmers, 
livestock growers, lumbermen—by importing the lowest cost supplies frem low- 
wage areas of the world, where do the “free traders” expect to sell thelr wares? 
Our great material wealth, derived from the soil and from the mines, is the real 
wealth which provides the Nation’s manufacturers with the largest, richest, and 
most profitable market on earth for what they have to sell. 

It is just plain common sense and good practical judgment that make us 
believe we must keep our capacity to produce strong and able to meet any 
challege. We will not swallow the pill of “dependency.” Once we reject the 
policy of being as “self-sufficient” as possible, we then reject the keystone of 
freedom—for who can dispute the fact that, for now over 175 years, “self- 
sufficiency” and “independence” have gone hand in hand down the same road 
to bring this Nation where it stands today. 


TABLE 1.—Lead—Tariffs, price, and protection 
39 BCL aAD ont 








Tariff per | . | Percent 
pound lead in eg nel | protection 
Year ah aa lead price siebeal —— Treaty or agreement 
| Ores Metal| per pound | Ores | Metal | 
| 
atainbrepeiiiied 2 aeaine - a 
Cents Cents Cents | | 
1930 . ; 1% 2%] 5.52) 27.2; 38.5) Act of 1930, 
1931 | 1%; 2% 4.24 35.4) 50.1 Do 
1932 | 186! 2g | 3.18} 47.2] 66.8] Do. 
1933 149) 2% 3.87 | 38.8 54.9 | Do. 
1934 14) 2% 3.86 38.9 55.1 | Do. 
1935 14) 2% 4. 07 36. 9 §2. 2 | Do. 
1936 1%4| 2% 471} 31.8) 45.1] Do. 
1937 ‘ 14) 2% 6.01 | 25.0} 35.4 | Do. 
1938 14] 2% 4.74 B17) 44.8 | Do. 
1939 1% 2% 5. 05 27.7 42.1 | Do. 
1940 1%) 2% §. 18 | 29.0 41.0 Do. 
1941 1%) 2% | 5.79 | 25.9 36.7 | Do. 
1942 i 144) 2% | 6. 48 | 23. 1 32.8 | Do. 
1943—January 34; 1Me} 6. 50 11.5 16.3 | Mexican agreement 
1944 34; 1el 6.50} 211.5) 163] Do. 
1945 34) 1%6 6.50) 11.5 16.3 | Do. 
1946 34; 1Ke!} 8.11 9.3 13.1 | Do. 
1947 | 684) 1Me6 14.67; 51] 7.2] Do. 
1948—January-June %4| 1Ye 16. 20 | 4.6 6.6 | Do. 
1948—July-—Decem ber... ..-. 0 0 | 19. 89 0 0 Suspension. 
1949—January-June a 0 17. 13 0 | 0 Do. 
1949—July-Decem ber %| 1Mel 13.60! 5.5] 7.8 | Geneva rates 1948. 
1950 iad | 34) 1e! 13. 30 | 5.6 | 8.0 | Reinstated. 
1951— Jan, 1-June 5 11g) 246 | 17. 00 8.8} 125)! Abrogation of Mexican 
| | | treaty. 
1951—June 6-Dec. 31 34; 1a 17. 75 | 4.2) 7.0 | Torquay agreement. 
1952—Jan. 1-Feb. 11 . | 3%) 1\el 19. 00 3.9 | 5.6 Do. 1 
1952—Feb. 12!__.... ee ed 17. 00 o. 3 0 | Suspension.' 
1052—June 26. ..................- | 84) «1Me| 15. 00 7.1 Reinstates by President. 











1 Suspension subject to automatic reinstatement should price fall below 18 cents. 
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TABLE 2.—Zinc—Tariffs, price, and protection 
——— ae 
Tariff per | 


pound Average 


St. Louis 
Eee ee 


! ' 
| Ores Metal} pound Ores Metal 


} —— ——————— ee 


| 
Percent of 
protection | 


Treaty or agreement 


|- 
|Cents Cents| 
144) 1% | 
144) 134 | 
| 

| 

j 

| 


Cents | | 
4.556 | 32.92] 38.41 | Act of 1930 
640 21 | 48.08 | Do 
876 52. 16 60.85 | Do 
029 37.23 | 43.44 | Do 
158 36.08 | 42.09 | Do 
328 34. 66 43 Do, 
901 30.61 | 35.70 Do 
519 23.01 26. 84 Do, 
610 32. 54 37. 96 Do. 
23. 48 27 Canadian agreement. 
94 22 De 
06 18 Do 
16 97 Do. 
ID 


sane Oe 
1% 
ee 1% 
|} 1% 
|} 1% 
1% 
‘ 144 
1939—Jan, 1_..._. ay 1% 
1940 dich 145 
1941... ee 1% 
1942._. seit nitinol | 1% 
1943—Jan. 1-30 : | 
1943—Jan. 31-—Dee, 31--. 
1944 
1945 
1946 
1947 
1948—Jan. 1 
1949 
1950 
1951—Jan. 1-June 5 
1951—June 6- Dee. 31 
1952—Jan. 1-Feb. 11. . 
1952—Feb. 12-July 22 !_. nded 
1952—July 23.........- eats 44 Ao 3.5 5. 1 tei i by President. 


Cr oe mm me DD OO 


Mexican agreement. 
D 


Do 


CMe erro 


DOW w 


agreement 


! Tariff suspended subject to automatic reinstatemeat should pr 


Tas_Le 3.—Lead—United States mine production, imports 


A veragi United ei Imports in 
domestic |States mine ~ hairs percent of 


, imports : 
price production production 


Cents per 
pound Short tons 
5. 42 558, 300 
4, 24 404, 600 
3 293, 000 
3 272, 709 
3 } 287, 300 
4 | 331, 100 
4 372, 900 
6 464, 600 
4 369. 700 
5 414, 000 
§ 457, 400 
5 461, 400 
6.4 496, 20 
6.£ 452. 300 
6 416, 900 
6. 5 399, 809 
8 335, 500 
14. 384, 200 
18, 2R. 900 
15. 36 401, 000 
13. 3 450, *00 
17. 4§ 390, 400 
375. 000 


1938... 
1939__ 
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TABLE 4,—Zinc—United States mine production, imports 


A verage United Total Imports in 
domestic |States mine : percent of 


rice roduction| ‘™Pports yroduction 
I I 


Cents per 
pound Short tons + Short tons 
. 56 595, 425 612 
64 318 054 
SS 230, 2 2, 214 
03 é 3, 979 
16 ‘ 16, 002 
33 { : 14, 064 
90 575, & 11, 832 
42 526, 36% 46, 020 
+. 6) 516, 70% 25, 813 


9 
l, 


rInNnwoa- 


ll 583, 807 66, GOS 
». 34 5, 196, 788 
194, SOS 
319, 519 
570 
486), 
478, 
376 


370, 2 


S. Bureau of Mines and American Bureau of Metal Statistic 


TABLE 5 


Lead imports of the United States, 1948-5 
1948 194% 


Short tons Shor 
39, 487 


18, 542 


, 642 

611 

000 

141 

south Africa » l 52 , 509 

gdom 19 

» 4 

French Moroeco 
Other countries 


otal lead imports 318, 238 


Cents Cents : : Cents 
Average price of lead, per pound 18. 043 15. 363 17. 500 16, 4¢ 
Lowest domestic price of lead 15. 000 12. 000 7. 000 14. 000 
Lowest foreign price of lead 14. 250 11. 500 500 12. 500 
Highest domestic price of lead 21. 500 21. 500 1. 000 19. 000 
Highest foreign price of lead 20. 000 18. 000 22. 500 20. 500 
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Zinc imports of the United States, 1948-52 


Country 1948 1949 1950 1951 1952 


Short tons | Short tons | Short tons | Short tons | Short tons 
Australia........... . ‘ ati 4 570 5, 059 », 367 2, 824 2, 366 
Bolivia “ 4, 515 3, 526 7, 798 14, 446 
Belgium and Luxembourg 1, 145 1, 933 3,6 612 6, 853 
Canada 133, 097 171, 024 5, 4 182, 113 219, 486 
Germany. --- 1, 6: 7, 067 
Mexico-.-.- ; 147, 871 157, 990 76, 6 27 218, 118 
PilGianes 22, 475 14, 901 ] 5 29, 15 46, 002 
Spain 4 9, 101 4,879 tnd , 39: 16, 646 
Union of South Africa 2, 035 6, 566 3, 795 55 4. 916 


> 


Other countries 36, 692 1, 925 5, 3: 976 29, 129 
Total zine imports 357, £ 367, 803 7, 881 300, 446 565, 029 


Cents Cents € nts Cents 
) 


Average price of zinc, per pound 13. 589 12, 144 l 16. 215 
Lowest domestic price of zine 10. 500 9. 000 75 7. Fl 12. 500 
Lowest foreign price of zinc : 10. 750 8. 500 25 22 11. 300 
Highest domestic price of zine 17. 500 17. 500 17 19.5 19. 500 
Highest foreign price of zinc 18. 000 18. 000 31. 25 26. 000 


Sources: E. & M. J. Metal Markets and the America 


TABLE 6.—Devraluation of foreign currencies 
The following table shows the changes in currency values, brought about by 
devaluation, of countries that have shipped lead to the United States in recent 
months, based on information supplied by Federal Reserve and New York City 
banks: 


Australia 
Belgium 

Bolivia 

Burma... 

Canada 

Chile 

France 

Italy 

Mexico 
Netherlands 

Peru 

Union of South Africa 
United Ki: gdom. 
Yugoslavia- 


1 Based on free rate. 
3 based on commercial rate, 
3 Unknown (1940). 


Source: Report of Emergency Lead Committee— May 10, 1950 


APPENDIX 
SOURCE OF STATISTICS AND COMPARISONS 


Compilation showing progress and status of the Defense Minerals Procure- 
ment Committee on Interior and Insular Affairs, Subcommittee on Mines and 
Mining, October 10, 1952. 

United States Bureau of Mines and American Bureau of Metal Statistics. 

Application for investigation of injury to the domestic lead-mining industry 
resulting from trade-agreement concessions on lead-bearing ores, flue dust, and 
mattes of all kinds, and lead bullion or base bullion, lead in pigs and bars, lead 
dross, reclaimed lead, and scrap lead; and petition for recommendation that 
“escape clause” relief be granted, May 10, 1950. 

Congressional Record, 838d Congress, February 20, 1953, page 1383; January 
30, 1953, pages 728-729. 
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Compilation of Soil Conservation and Domestic Allotment Act, Agricultural 
Adjustment Act of 1938, Federal Crop Insurance Act, Sugar Act of 1948, Agri 
cultural Act of 1949, Commodity Credit Corporation Charter Act, related appro 
priation items, and miscellaneous laws, including amendments—page 156, section 
22 (f), January 1, 1953. 

Mr. McCutsocn. Is it not a fact that when we do urgently need 
foreign metals, we pay through the nose for them ¢ 

Mr. Scuwas. You have taken the words out of my mouth, Mr. Mc- 
Culloch. I will not, therefore, go into that. The American consumer 
is gouged for all the market will bear. I appreciated the remark 
very much, however. 

Mr. Rreutman. Mr. Schwab, the members of the committee would 
like to ask you some questions, but because of a ooo arrangement 
we have one gentleman here who has to leave by plane. 

Mr. Scuwas. I will be available all afternoon. 

Mr. Rireniman. Fine. If it is permissible with the committee, we 
would like to hear this other witness before lunch. 

Mr. Scuwas. I will be available all afternoon. 

Mr. Rreuiman. At this time we will call Mr. John Clark. Would 
you give your name and your connection for the record, please? 


STATEMENT OF JOHN CLARK, PRESIDENT, INTERNATIONAL UNION 
OF MINE, MILL, AND SMELTER WORKERS 


Mr. Crark. Mr. Chairman, members of the committee, my name is 
John Clark. I am president of the International Union of Mine, Mill, 
and Smelter Workers. I am here because our union feels that the very 
critical situation in the lead-zine industry and the unemployment it is 
creating is part of the information your committee is gathering. 

Two of my fellow officers have presented well- rounded statements of 
our union’s position to your committee in Denver. Our testimony to- 
day will not be repetitious, but will fill in with details some of the 
phases of that program. 

Our program not only considers the immediate emergency but also 
the long-range perspective which we think are necessary to solve the 
crisis in the industr y. We think our program will help our country 
in a transition period from a fear of war to peacetime pursuits. 

My purpose here is to introduce members of our union in the North- 
west who will testify today. They are workers in the mines and smel- 
ters in this region who have a deep concern about what is happening 
to the industry in which they work and earn their living. Some of 
them have gone through previous experiences in times of crisis in this 
industry. And they remember the mass suffering that resulted. They 
are determined that it shall not happen again. 

I have just. returned from our Nation’s Capital and I know there 
is a feeling of concern about the metals situation. Some of the Sen 
ators and C ongressmen are sponsoring bills to try to remedy the sit- 
uation, Senator Murray of Montana, Senator Johnson of Colorado, 
Congresman Metcalf of Montana, Congresswoman Pfost of Idaho, 
and others. 

We believe that out of hearings such as these will come proposals 
to unite all interested parties—workers, operators, and community 
leaders. I am sure that all agree that the metals industry is of ex- 
treme importance to this great inland empire. 
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Our testimony today will be given by the following: 

William Moore, Paul Maness, and Frank James, of Local 18, Kellogg 
and Wallace, Idaho. 

John Taft, Local 515, Metalline Falls, Wash. 

Orville Larson, international vice president, who also testified in 
Denver. We also have some Montana observers from the Butte 
Miners’ Union. 

In addition we have brought staff members to help prepare testi- 
mony and to furnish whatever information the committee feels we 
might have. Our board member for the west coast, Mr. Powers, is 
here as well. We do not want to take too much time, because we want 
the committee to have time to hear the viewpoints of every group. 

Another reason that we are interested, Mr. Chairman, is that this 
particular crisis is affecting our organization, particularly on the un- 
employment question, all over the country. It is affecting us down 
through the lead district and through the Tri-State district into Utah, 
and down through Colorado, as you know, and into New Mexico. At 
the present time we have over 4,000 of our people out of work. ‘That 
is one of the main interests, of course, that we are following through 
with this program. 

We also know that the particular crisis, sir, has an impact on every 
community where our mines and smelters are located. We have inaug- 
urated a program and inaugurated activity to see if something can 
be done in order to offset what the previous speakers have said would 
be a calamity in the industry. We have no particular following as to 
different parts of the legislation being proposed, but I think we are 
in agreement with the employer , agreement with the small mining 
operator, particularly, that something should be done. We do think 
that something will be done out of hearings of this kind. We do hope, 
however, that we can be helpful in finding solutions to this critical 
situation. 

I do not want to go into the details of this, because I would rather 
give my time up to people who represent our organization, workers 
from out of the mines. 

I have to take a plane quite early this afternoon but I would like 
to stay. They will follow through, and I am sure they will give you 
a lot of food for thought out of the testimony they will give to you. 
Thank you. 

Mr. Rrenitman. You have given us a very clear and concise state- 
ment. Your interest in this problem was also given. Do you have any 
other definite recommendations as a leader yourself? You have men- 
tioned 2 or 3 bills. I am not so sure whether or not any of them that 
you mentioned carried any of the provisions of the Simpson bill. Do 
you have a definite objection to that type of legislation ? 

Mr. Crark. No, we have no objection to any bill that we think will 
fit the picture and solve this crisis in the industry. I would like to 
state, too, for the record here, that we have over 30,000 members in 
Canada, and this condition is also hitting various parts of Canada. 
We are taking an active part to try to put some remedy in for that. 
As a matter of fact, a committee met with the cabinet officers in Par- 
liament last Monday, and the Prime Minister, and they are trying 
to study out some formula whereby they might have a tendency to 
offset this crisis which we feel is coming. But we are willing to sup- 
84376—53——21 
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port any legislative program that we think will offset the crisis at 
the present time. 

Mr. Rrenuman. In other words, you are saying to this committee 
that you have no definite preference. You are looking and seeking 
with industry to remedy the problem 4 

Mr. Criark. Well, we have preferred, of course, Senator Murray’s 
bill. We have discussed the bill to some extent with Senator Murray. 
! would like to say here also that we are trying to make arrangements 
for a large meeting in the city of Washington in the early part of 
June, at which we will ask the Senators who are particularly inter 
ested in the mining industry, and probably some of the operators, 
to come in there, so that at that time we can discuss all of these legisla 
tive features and try to pick out or back the one that we think would 
he best. As I say, we have gone quite solidly behind Senator Murray’s 
bill. That is the premium price bill. But as yet we have not had 
any deep discussions as to what the effects of that truly would be. 

Mr. Riraiman. I see the hour is about 12. Do you have a question, 
Mr. McCulloch 4 

Mr. McCutnocn. Mr. Clark, we have had evidence submitted to 
this committee which shows that the wage differential between work- 
ers in America and certain foreign producing countries are so great 
to be almost unbelievable. As I recall, one of the witnesses of your 
organization down in Denver advocated the removal of trade barriers. 

ls it your belief, or is it the belief of the members of your union that 
ve can immediately reduce so-called trade barriers while that discrep- 
uncy in wages is so great ? 

Mr. Crark. Well, of course, we think that open trade, open inter 
national trade—we think that will possibly take care of the situation 
to a great extent. 

Mr. McCut.ocn. Immediately ? 

Mr. Ciarkx. Well, we do not think at the present time. There are 
barriers in the way right now that must be removed before that 
can go into effect immediately. 

Mr. McCutsocn. Do you think we can have free trade when work- 
ers in America make from $12 to $15 to $20 a day, and workers in 
comparable industries in foreign countries make from 85 cents a day 
to $3 or $4.a day! 

Mr. Crarkx. Of course, there is more to our program than inter 
ational trade. We think that the quicker we get to peacetime pur 
suits, the better off we will be because we think that that will take 

ire of our production, particularly on the metals production. 

Mr. McCuniocu. Yes; 1 think peace is the fondest hope of prac- 
tically every American. But we have not been able to effectuate 
peace throughout the world. As long as these conditions exist, I 
would like to know whether or not you and your members of your 
vroup think that we can safely reduce tariffs and these barriers, as 

hey are called by some people, which have given us the standard of 


/ 


ving and civilization in America / 
Mr. CuarKk. Of course, after the remarks that Mr. Sehwab made 
his morning, certainly they enlightened me to an extent where 1 
would be impossible, I presume to raise some of those barriers in 
ose countries, particularly on devaluation. We have never gone 


to that part of it. 
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Mr. Rieutman. I think it would be very helpful for you, because 
you represent a great segment of our people, to study that very care 
fully. I think that my colleague has brought out a very important 
point, and one that we need all the study possible before we can 
come to very definite decisions. 

Mr. Hosmer ¢ 

Mr. Hosmer. No questions. 

Mr. Rrentman. Mr. Counsel, do you have a question / 

Mr. Hrnron. No, sir. 

Mr. RrmeutmMan. We will stand in recess now until 1:15. We have 
many more people to hear this afternoon. 

(Thereupon at 12:03 p. m., a recess was taken until 1:15 p. m., 
the same day.) 


AFTER RECESS 


Mr. RrentMan. The committee will come to order. 

Before leaving Washington, D. C., and I meant to mention thi 
this morning, the representative from this District, Congressman Wal 
ter Horan, contacted the committee and shid that he h id hoped | 
could have been here to sit through these hearings because of his deep 
interest in this problem that confronts you people in this area, 

Secondly, I would like the record to show that there are two gentle 
men present who are not going to testify, but would like their pres 
ence known. One is Mr. Mason, president of the Butte Miners Union, 
Butte, Mont., and the other is Harlow Weldman, international rep 
resentative of the Mine, Mill, and Smelter Workers, 12 West Broad 
way, Butte, Mont. 

Is Mr. William Zanetti here ? 

Would you identify yourself for the record ¢ 


STATEMENT OF WILLIAM ZANETTI, ZANETTI BROS., INC., 
WALLACE, IDAHO 


Mr. Zanetti. My name is Bill Zanetti. I live in Wallace, Idaho 
T have lived there all my life; at least for the last 44 years. T am 
partner and manager of Zanetti Bros., engaged in mining, millin; 
and general contracting, in and about the lead-zine mines. 

I made a few notes here to sort of go by. This is kind of out of my 
line entirely, this speaking, I mean, but as I heard Mr. Day and Mi 
Schwab, they have covered everything that I was going to say. 1 
might only attempt to go a little further and say that I am very. 
very close to the men who are working in the industry, that T ai 
engaged in what we would call a small operation. 

You asked Mr. Day what a small business was. 1 might say when 
I say “small operations” I mean less than 100 men. We run normally 
between 50 and 75, and at peak, up to 100 men. So I know pretty 
well what their problems are and what the problems of the producer: 
are because I actually am engaged in producing lead 


na Zine 


I do not see a great deal in here that can say more than th it, except 
that we have a very sick industry. It is sick and no one questio1 
that. We operate what we think is very efficiently and more so tha 
the big operators are able to. In fact, we are able to go behind the 
and quite often make a profit on the metal prices t] 


aband is leasers or other way 
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A good part of our operation is in custom milling. We operate three 
custom mills right in and near Wallace, Idaho. What gives me a 
good picture of the thing is not only do our mills depend on these 
ores, but these small mines depend on our custom mills to operate. 
When you start out a mine and after you find the ore, it is not worth 
anything to you until you have a mill to separate it either into lead 
or zinc concentrate or silver, whatever you want. 

That brings up another question you asked about how this 15% 
cents was arrived at. As I was sitting back there, I thought that 
15- and 1514-cent lead and zine was just at the turning point to where 
our custom ore stopped coming through the mill. I knew they 
stopped because it was not profitable any more. 

I might go further to say the reason I know that is that these 
moneys that go to the smelter generally come back to the custom 
mill; we handle that money, and it goes on to the miner or the mine 
producer, whatever he might be. 

That 15 or 1514 cents evidently was the floor for what we consider 
the small operator. That is probably less than 1,000 tons a day com- 
bined, the capacity of our 3 mills. We also produce lead and zine 
from underground operations of our own. From that I definitely 
know that 15 cents is a must if we are going to operate. We have 
curtailed and diversified as much as we could. We tried, I think 
in about 1950, when metal prices started dropping off and we got 
worried and wondered what to do, we tried diversifying by putting in 
a central premix plant. 

I am only telling you this so that you will know that we have tried 
as others have to help ourselves. We found people could not buy 
premix whose livelihood was depending on lead and zinc prices. 
But anyway, prices started coming back up and we operated at a 
profit until about 4 or 5 months ago, Then it started getting very 
rough for us, and custom ore stopped coming in. We were faced 
with whether to stop our operations entirely, underground and 
surface. 

We shopped around and found television to be a pretty good field. 
We put in acommunity antenna system. In Wallace and Kellogg we 
just do not get television; it has to be piped in. We got into that 
and we are starting to hook up our first customers right now. The 
potential we had originally was between four and five hundred hook- 
ups in that small district around Wallace, and not Kellogg, and it 
has reduced itself to possibly a hundred all because of layoffs, cur- 
tailments, and some scares, I suppose. 

So that was another diversion that we tried. In a district like ours 
there is nothing else but lead and zinc. We depend entirely on them. 
So if we have to look somewhere else for income, we have to go out 
of the district. To go out of the district means to shut it down and 
leave it go. I do not know the solution to the problem at all. 

There are many here who are better qualified to talk on that sub- 
ject than I. All I am trying to put across to you is that there it is, 
and it is very sick and it is very urgent. We do not have very much 
time. Like other small operators, our capital is limited and when 
these things come along we face the problem of getting out, shutting 
down, and dismantling and selling the plants and going someplace 
else. That is easy enough for me and probably my 100 employees or 
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75. But you take several thousand small operators like ourselves 
and you have what I would think to be a big operator made up of small 
operators. 

I think you can see that probably my own impression of the thing 
or my own solution—well, I don’t have it. That is what I am mean- 
ing to say. I just don’t have it. I know we need some help. 

I went through the premium thing during the war. We operated 
under that in some of our surface operations and some of our under- 
ground operations on a small scale. It apparently was not the answer 
to it. It had a lot of faults. That one thing I do not think is quite 
the answer unless there are some great changes made in it. 

I am thinking right specific ally of an operation that I just came 
out of yesterday. I might go further to say that today I might be 
right in directly supervising “the drilling of around right at the. mine, 
right where the ore is and where we are looking for it, and maybe the 
same afternoon I will be out in the mill watching it go through and 
see if I can make some cuts here and there to improve our operation. 
That same night I will be signing the checks for these fellows. 

So I know pretty well that we are sick all the way down the line. 
Just what our answer is, I do not know. My answer is that I have 
tried diversion, I have tried cutting costs, I have tried everything 
that we know of. A lot of people are in the same boat that I am in. 

If you gentlemen go back to Washington, and if I have given you 
any evidence that there is a sick condition, I have done all I can. I 
think you are better qualified to bring up the answer than I am. 
I do not know what else I can say. I can answer a few questions if 
you do not get too many figures intothem. As you can see, if I qualify 
myself as T have, of being that close to the operation, I do not have 
much time to be in the office end of it. 

Mr. Rrentman. Would you like to insert in the record your state 
ment that you have there, or is what you have said a summary of 
what you have in your statement ? 

Mr. Zanetti. I think so. I can insert this. I think it is all right. 
It duplicates a lot of what has been said. I wonder if you will end 
up with a big pile of paper that might do more harm than good. 

Mr. Rreniman, I just wanted to abide by your wishes, sir. If _ 
wanted the statement in the record, we will be glad to have it. If i 
has no particular value, of course we do not want it, then. 

Mr. Zanetti. I do not know if I would want this thing read by very 
many people. They can look at this typing and say, “That fellow 
does not know what he is talking about. He should have gone to 
school a little longer.” 

In our operation we go out, of course, and buy where we can get 
the thing the cheapest. That is what we want to do. If there are 
other sources of lead and zinc, dependable sources guaranteed to us, 
it appears to me that I better go back to Wallace and just as fast as 
I can shut down and get what little we can out of our machinery and 
say that is it. But, in a matter of a few years or maybe it will only 
be months, I would hate to have someone ask me the question—and 
they may very well ask you gentlemen, at least they will try to get to 
you and ask you—“Why didn’t you do something about it when you 
had a chance? How come you left your custom mills go to pieces? 
You drew your stopes out, the ore mills that you had broken, and 
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now we need this production and we can’t get it. We can’t import 
fast enough, and our way of life is threatened.” 

I don’t know how I would answer that question, but I know one 
thing. I will be able to say this, and I think it might be a good 
answer for you to remember. I have done everything T could to tr y 
to stop it. That would be the easy way out, because I do not have 
to particularly worry about myself. I know I will get along. I am 
concerned about the men who work for me and their families and the 
whole future of our Coeur d’Alene district. I have everything I own 
in there and so have a great deal more men. 

Miners are not somebody who you can move from one city to an- 
other, a different industry, I might say, than mining. They just do 
not fit. When you start in mining you generally stay with it. You 
do just like Ihave done. It is a gamble and it is interesting. When 
you get in that you want to stay init. You want to search for new 
ores even at a loss. You take all of your money or any money you 
might have made, and you are perfectly willing to put it back under- 
ground. To go somewhere else and tie in is just not practical. 

We are all operating on borrowed money or at a loss. I do not 
think there are very many exceptions. If you want figures to sub- 
stantiate that, I can give them to you; I can send them to you. I 
cannot give them to you out of my mind, but I can send them in to you. 

If we let those things close down, then we had better be very, very 
sure that we have someplace else to get these metals so we will not 
be like during the last war. We had telephone calls, wires, we had 
any number of men coming out asking, “What can we do to help you to 
get more ores?’ Do you want more money?” They forced it onto us. 
All you could do was to say, “No, money will not do it, you cannot open 
up a mine and get this money out. 

“How long will it take you? Sixty, days or ninety days? We will 
give you a 90-day contract premium.” But that is not the answer. 
It just takes time and to a great extent the ore is lost forever. 

In our smaller operators we do not have engineering staffs and 
geologists to keep this stuff mapped out. We have to go in and find 
the ores. It depends upon the people who are working it, the miners 
and the bosses. You work 2 or 3 months and your headings might 
be 2 or 3 months ahead of your mapping. Suddenly you draw that 
ore out and it is lost forever where there might be some more. You 
have to go back and experiment. 

I am talking, of course, of a mine that is dry. We are pretty much 
small operator and we do not have the water problem or the flooding 
problem that another one has. But to go back into a mine where 
the water is not pumped out, it is quite often not practical nor 
profitable in any way to go back and get those ore bodies. 

Those little ore bodies lead into big ones. All of our big mines 
up there that were made in the last 20 years, I saw those when they 
were just such things as I am working on right now. 

Mr. Rreutman, How about « capacity? What capacity are your 
mines operating at now ? 

Mr. Zanerrr. The one underground operation that we have, it is 
considered a small mill to the full-mill capacity. The full-mill eapac- 
ity is 80 tons a day. One other mill is operating at 450 tons a day. 
The third one is about 150 tons. I might say the third mill, its full 

































PROBLEMS IN THE METAL-MINING INDUSTRY 317 


capacity is hired out or leased out. We are not responsible for the ores 
that go into that. 

I guess I should state that a good deal of our production comes 
from surface, open pit, tail-end recovery, dump recoveries, or what- 
ever you might want to call it. That mining we stopped last October 
and we are coasting along on a stockpile that we had built up right 
close to ithe mill, so close we use a bulldozer to push it in at a cost of 
a few cents a ton. 

So we are liquidating that pile and using up our reserves. That has 
6 weeks more to go on that. That will shut that 450-ton plant down. 
It is not exactly operating at a profit right now, even pushing those 
metals in at no mining costs, the mining costs all being taken out 
last year. It is not offering any profit, but we hope if we can get some 
relief from the thing we can keep that mill going and have it available 
for other mines around there. 

That is about all. I have tried to qualify myself when I say it is 
sick and we need more money, and I hope I have proved it. 

Mr. Rreniman. Do you have a question? Mr. Met ‘ulloch ? 

Mr. McCutiocn. No questions. 

Mr. Rreutman. Mr. Hosmer? 

Mr. Hosmer. I just want to know, What was your peak production 
since Korea ? 

Mr. Zanetti. What do you mean, in tons of mill ? 

Mr. Hosmer. The number of tons you processed. 

Mr. Zanetti. I think we stated we are around 750 tons now, in our 
peak product ion. I told you we were in surface mining. We operated 
at about 1,500 tons. 

Mr. Hosmer. You are about 50 percent now 4 

Mr. Zanerttr. Yes; that is right. 

Mr. Hosmer. What was your production in the spring of 1950? 

Mr. Zanerrt. I am not prepared to answer that. I can get that 
information for you, but I canont give it to you out of my head. 

Mr. Hosmer. Can you estimate it at all? 

Mr. Zanertr. I think, in 1950, in fact I know it was, when we 
went into the premix stage, we probably were around 1,200 tons, right 
inthere. Weare gradually declining. 

Mr. Hosmer. What were you in 1949, just comparable figures? 

Mr. Zanettt. I rather think 1937-48-49 we were all about the same, 
at about 1,200 tons. That will include 1950. 

Mr. Hosmer. In other words, your situation is worse than it was 
pre-Korea on a tonnage basis? 

Mr. Zanertt. That is right. 

Mr. Hosmer. After Korea did you increase your facilities any ? 

Mr. Zanetti. No; we did not. In fact, we decreased them this way 
At the time we operated the 3 mills in order to get to this 1,200 or 
1,500 tons a day, we had leased and operated 2 additional mills, and 
we dropped those. 

Mr. Hosmer. Thank you. 

Mr. Rreniman. Any other questions? 

Mr. Hinton. I think you said you had a mine or so in addition to 
the mill ? 

Mr. Zanertt. That is right. 

Mr. Hinton. Is your mine now closed down? 
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Mr. Zanertt. No, sir. We have 12 men operating it now, which 
keeps this 1 plant going at about 80 tons a day. 

Mr. Hinton. You are taking 80 tons from the mine a day ? 

Mr. Zanetti. That is right. 

Mr. Hosmer. Were you operating that mine before Korea ? 

Mr. Zanetti. Yes; we were. We have considerable ore broken in 
this mine, and we can possibly continue by extracting that. But there 
we have a problem that we have to face now. To take this ore out 
and mill it now, and take a loss on it, and borrow money or whatever 
we have to do to keep operating or abandon that mine—if you under- 
stand mining, especially in our Coeur d’Alene district, we work on 
what we call a shrinkage system. It is like trying to climb up a hill- 
side, and you scrape down enough muck to try and stand up. But if 
you stand up and get out, you never can go back up. That is the 
problem that we have. 

It is a big problem and we have considerable storage. We know 
that we cannot draw that out at a profit, but if we thought in a matter 
of months there would be some relief in the price situation, we would 
go ahead and borrow and keep mining, or a least keep our mills going, 
and make the facilities available to other operations. But if we have 
to fold our custom mills, I guess, speaking of a week or something like 
that, it would be pretty much like if the granaries close. You just 
cannot mine and take it to the smelter. ‘The mines need our mills like 
we need the smelters, and so forth. 

Mr. McCuniocn. You are actually living off the fat from your 
bones now ¢ 

Mr. Zanerti. That is absolutely right, sir. That is absolutely right. 

That figure of 15 cents seems to hit us right square in the middle. 
We have stockpiles waiting. One person will keep the mill going 
1 day, and the next 2 days, and the next 3 days. Some of those peo- 
ple accumulate for 6 months. 

Did you ask me if we were still operating underground? No, that 
was the question before. What was the last question? I do not re- 
member what the question was. 

Mr. McCutxocu. I think you answered my question. 

Mr. RreutMan. Do you have any other questions, gentlemen ? 

Thank you very much. 

Mr. Zanetti. Thank you, Mr. Chairman. I took up more time than 
I intended to. 

Mr. Rrentman, At this time I would like to have inserted in the 
record a statement that was handed to me from the United Steel 
Workers of America, CIO, and Local Industrial Union 1792, CIO, 
and signed by Mr. Otto Orre, subdistrict director of the United Steel 
Workers of America, and John M. Glenn. 

(The material referred to follows :) 

We respectfully request of the committee permission to place before the 
committee and have made a part of the records, the following position of the 
United Steelworkers of America, CIO, and Local Industrial Union 1792, CIO, 
regarding the matter of support to be given to nonferrous mines (except gold) 
in this district. 

We recognize that mine operators have a responsibility to perform that affects 
the safety and welfare of our Nation, by keeping in operation and production 
at all times, mines that produce the vital nonferrous metals needed for the 
operation and defense of our Nation (geld excepted). 


We recognize the fact that world market conditions in the nonferrous metals 
sometimes produce conditions which force the price of these metals below the 
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point where our mines can operate at a profit and pay the wages to which 
American workers are entitled. 

We, therefore, respectfully petition you to make known to the Congress vu. 
the United States our position as follows: 

That a floor under the price of nonferrous metals (gold excepted) be estab 
lished at a price to be determined by competent authority. 

2. That this price be sufficient to provide just and equitable wages for all 
persons working in and around the mines, for upkeep and other expenses and a 
fair profit on the investment of the mine owners. 

3. That this protection made of a permanent nature so that competition from 
foreign mines which produce metals by cheap and underpaid labor can never 
again threaten our mining industry. 

Therefore, on behalf of the thousands of our workers in western nonferrous 
mines, Smelters, and mills, we request your earnest consideration of the above 
points. 

OrTo ORR, 
Subdistrict Director, United Steelworkers of America, CIO 
JOHN M. GLENN, 
CIO Field Representative, National C1O 


Mr. RrentmMan. The next witness will be Mr. Gus Votolini. 


STATEMENT OF GUS VOTOLINI, MANAGER, HULL LEASING CO. 


Mr. Rieutman. Would you identify yourself for the record, please? 

Mr. Vorournt. My name is Gus Votolini. I am at the present time 
what you might call a working partner or a working manager of the 
Hull Leasing Co. in Coeur d’Alene. Our normal output per day 
averages 100 tons. Over a period of 5 years that figure would be up 
around 150,000 tons and the payroll probably exceeding $700,000. We 
are among the small men engaged in the business of mining. 

From time to time we constantly try to keep a little reserve to 
operate under abnormal conditions such as we have. I would like to 
give you a figure just to show you how small an operation that we 
do carry. 

In times of rearmament and in vital wartime periods we are just as 
much an asset to our Government and its well-being as any of the 
larger industries. Beginning the first of this year, in January, we 
had quick cash for ope erating capital of $10,000, which does not seem 
much to a large industry. But hey us little fellows it seems to get us 
along. As of April 1, this year, that cash position dwindled to a 
little less than $3,000. 

You gentlemen must realize that a small operator does not go on 
much longer under these conditions. We, as a whole, are continuing 
to operate for the simple reason that to walk away from this mining 
industry that we have would be to leave and not to come back again, 
and for the simple reason that the men that we have under us are all 
the way from 5 years that they have been with us up to 15 and 20 
years, and you just don’t turn those kind of people loose. They are 
an asset to the you and you need them. 

Mr. Zanetti stated that miners are not born. I really believe they 
are made. After all, the industry at times is hazardous, and they 
just don’t turn out overnight. Many of you probably recall the war 
days—it has been brought up before—that we were in dire need of 
men. We had the ores, but we did not have equipment or manpower. 
We got the equipment through a priority rating from Washington, 
and we got the men from the United States Army. 

C ertainly this country thus far has been very fortunate that we have 
not been attacked at home. Should that ever happen to us and our 
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minerals industry closed down to such a state that it would not be 
able to be reopened immediately, I certainly believe that an abundance 
of lead-zine on top of this earth some place where it would be easily 
accessible would be more of an asset to our country in time of need. 

The cause that has placed us in this position, I am sure, gentlemen, 
this time is the import of lead and zine. I don’t know what else can 
be causing it. We of the nonferrous metals industry find ourselves 
in an economic crisis while the rest of the country finds itself pretty 
well off. As to how long we shall exist under these conditions is just 
a matter of time. 

don’t have the remedy, and I don’t believe anyone here has a 
clear solution, I will say that this remedy must be immediate, though 
it does not have to be permanent, but just some means to alleviate the 
pressure that is being brought upon us at this time because of the 
foreign metals that are coming into this country. Whatever means 
can be worked out later to have this incident not occur again will all 
be well and good. 

You gentlemen have heard, probably, of the Johnson bill, the Mur- 
ray bill, the Simpson bill. They are all possible solutions. But what- 
ever testimony is given here, I for one, certainly hope that it will be 
an asset to you when you present your testimony in Washington, D. C. 

[ thank you. 

Mr. Rrentman. Thank you very much, sir. 

we wonder if we could have the representative from Mascot Mills. Is 

.. Robert Brown here, or is someone else here to represent them ? 

" here is no one here, I assume. 


The next gentleman is Mr. L. J. Randall. Is Mr. Randall here? 


STATEMENT OF L. J. RANDALL, PRESIDENT, HECLA MINING CO., 
WALLACE, IDAHO 


Mr. Rrenuman. Mr. Randall, will you identify yourself for the 
record, please. 

Mr. Ranpatt. My name is L. J. Randall. I am president of the 
Hecla Mining Co. I reside in Wallace, Idaho. I am a member of the 
American Mining Congress tax committee. I would like to speak to 
you gentlemen for just a moment on taxes. 

I have a prepared paper I would like to file, and with your permis- 
sion I would lke to cover these points, because I realize we are run 
ning short of time. 

(The material referred to follows :) 


STATEMENT By L. J. RANDALL, PRESIDENT, Hecia Mirntne Co., WALLACE, IDAHO 


Excessive Federal income and excess-profits tares are largely responsible for the 
plight of the small mine operator 

The lead and zine miner faces a serious situation as of the present date. The 
great majority of zinc-lead mines are losing money even where development is be 
ing deferred and all expenses not directly related to actual mining operation have 
been curtailed. A number of mines have already closed down because of a lack 
of working capital and others are hanging on in many cases, through the use of 
borrowed capital or through assessments only because they are hoping for an 
increase in price. 

It is only natural to blame all our troubles on the comparatively recent decline 
in the price of metals which certainly has wiped out the profits of most lead-zine 
operations and in many cases, the surplus funds as well. As a matter of fact, 
however, we must admit that we have enjoyed a fair and reasonable price for 
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ead and zine for the greater part of the 10-year period prior to June 1, 1952 
Why then, hasn't it been possible for the mine operator to have retained a suffi 
cient share of the profit earned in these good years to carry us through the 
present period of losses’ The answer is that Federal taxes have claimed such 
in excessive portion of these earnings that the amount retained by the operator, 
ifter taxes, has been inadequate to provide for a rainy day. Noted economists 
ind tax authorities have often warned that the power to tax also includes the 
power to destroy, and I sincerely believe that the mining industry is being de 
stroyed through excessive Federal taxation. During World War II, combined 
Federal tax rates reached an all-time high of 95 percent which in many cases 
were assessed against normal profits realized from a wasting asset. There was 
no substantial relief for the mine that showed a book profit which would not have 
been realized except for the fact that normal development costs were deferred 
into the following year or years because of the manpower shortage Is it any 
wonder that the small mine operator has been unable to accumulate surplus 
working funds to carry him through the present situation? 

The present plight of the mining industry engaged in the mining of lead and 
zine should not have been wholly unexpected. The National Minerals Advisory 
Council and the American Mining Congress have for a number of years pleaded 
with Congress for tax relief. However, with only one or two exceptions, there 
have been no major changes. Present-day tax rates are assessed at 52 percent 
on normal income with an additional 30 percent on so-called excess profits in 
come. I realize, of course, that during the past 10 years the immediate need for 
tax revenue to carry on the war and defense program has been the greatest in 
history. However, action should not be deferred any longer and I respectfully 
request that this committee give immediate attention to the following proposed 
imendments to our Federal tax laws: 






Limitation on deduction of exploration expenditures as provided by section 23-—ff 
of the Internal Revenue Code should be removed 

Under present law (sec. 23—ce of the Internal Revenue Code) all expenditures 
incurred for development of a mine, after the discovery of ore in commercially 
marketable quantities (whatever that means) are properly deductible in full 
by the taxpayer as an expense in the year incurred, or on a ratable basis as the 
units of ore are extracted. 

This is not true of exploration expenditures incurred prior to the discovery of 
ore in commercially marketable quantities. Section 23—ff of the Internal Revenue 
Code limits the deduction for exploration expenditures to not more than $75,000 
in a given year for a total of not more than 4 years. The deduction is further 
limited to each taxpayer and not to each mineral property or deposit owned by 
the taxpayer. 

We believe these limitations on exploration expenditures should be removed 
for the following reasons: 

1. It is practically impossible to draw a line of distinction between expendi- 
tures for exploration and expenditures for development. Section 23-ff and 23—«c 
of the Internal Revenue Code confines exploration expenditures to those incurred 
prior to the determination of the existence of ores in commercially marketable 
quantities, and development expenditures as those incurred subsequent to the 
disclosure of the existence of ores in commercially marketable quantities. What 
do we mean by commercially marketable quantities of ore? I’ve heard a number 
of the best mining tax authorities in the country attempt to make such a defini 
tion, but after long hours of discussion, each one comes up with a different inter 
pretation and eventually concludes that a general overall definition, or any 
definition for that matter, would be impractical. Neither the law nor the regula 
tion contains any definition of the term. The small mine operator who cannot 
afford to retain expert legal counsel or incur expensive litigation will, in most 
cases, be forced to accept his particular examining agent’s findings regardless 
of how much disagreement there is between them. 

As a practical matter, it is not fair to the taxpayer or to Government income 
tax officials to ask them to make such a distinction. Ores that are commercially 
marketable today may not be commercially marketable next week, especially if 
we have a further decline in the metal market. On the other hand, we may ineur 
expenditures in the development of noncommercial ores with the expectation 
that such ores will turn commercial and will be mined at a later date during a 
more favorable market period. 

In a particular mineral property we may discover several widely separated 
eommercially marketable deposits. This may often occur along the same vein 








322 PROBLEMS IN THE METAL-MINING INDUSTRY 


structure. In such instances, must we determine what portion of the total ex- 
penditures are to be classified as exploration as contrasted to development when 
we go from one deposit to the other? 

2. Any taxpayer engaged in mining and especially the smaller operator, is 
assuming a greater risk and is in greater need of a tax benefit deduction for 
expenditures incurred prior to the discovery of commercially marketable ores 
than subsequent to such discovery. Due to the extremely speculative nature of 
mining, he is not likely to find more than 1 successful producer out of 10 explo- 
ratory ventures. As an incentive, he must be allowed a full deduction for costs 
incurred before, as well as after, the discovery of commercially marketable ores. 

3. An expenditure of $75,000 per year will hardly scratch the surface in a 
present-day exploration venture. In the Coeur d’Alene district, the search for 
ore has become increasingly more expensive. Although this is partially attri- 
butable to inflation over the past 10 years, it is largely due to the necessity for 
deeper exploration. The discovery of commercial ore close to the surface is 
very unusual. In the Coeur d'Alene district, it is frequently necessary to sink 
a shaft from 2,000 to 3,000 feet deep before even starting any lateral exploratory 
work. This involves an expenditure of at least, and often far in excess of $1 
million merely to reach the required depth before we can even hope to begin the 
search for the possible existence of ore in commercially marketable quantities. 
The effect of an annual limitation of $75,000 encourages the taxpayer to curtail 
further exploration work after that sum is expended in any 1 year and wait until 
the beginning of the following year before resuming operations. Any tax law 
that interferes with normal mining operations to this extent is a poor law which 
often leads to waste. 

4. The President's Materials Policy Commission, in its report dated June 1952, 
(see p. 35 of vol. 1) made the following comment: 

“The Commission believes strongly that exploration and development costs 
for minerals should be fully expensable for tax purposes because of the direct 
incentive this arrangement gives for capital to take risks in highly uncertain 
tields. The Commission therefore recommends that the present limitation appli- 
cable to minerals other than oil and gas on the amount of permitted expensing 
of exploration costs be removed.” 

5. The removal of present limitations on deductibility of exploration expendi- 
tures for tax purposes will result in increased tax revenue to both State and 
Federal Governments. Obviously, the creation of new wealth through dis- 
covery of productive mines will increase the national income for both labor and 
management which, in turn, furnishes the only possible source of income for 
tax revenue, 


The limitation on percentage depletion as a deduction in computing net operat- 
ing loss carryback and carryover should be removed 

In an ordinary trading concern the taxpayer is properly permitted to recover 
Federal income taxes paid on profits in 1 year to the extent that such profits are 
reduced by a net operating loss in the following year. Likewise, an operating 
loss may be deducted from net profits earned in the following year and if the loss 
is not fully used up in the following year, the remainder may be carried forward 
to the second, third, fourth, and fifth years as a deduction against profits earned 
in any of those years. 

This right to carry net operating losses back 1 year and forward to the 5 
succeeding years is provided for under section 122 of the Internal Revenue Code. 
However, certain adjustments are required which reduce the net operating loss 
to be carried backward or forward. These adjustments are usually not too 
material when applied to operating losses of the ordinary trading concern. 
However, in the case of a mining company, such net operating loss must be 
reduced to the extent that percentage depletion exceeds cost depletion, both in 
the year in which the loss occurs as well as in the years to which the loss is 
carried. 

The effect of this adjustment is to treat percentage depletion as taxable income 
to the extent that any portion is disallowed as a deduction. This can be ex- 
tremely unfair as between taxpayers. For example, let us assume that 2 tax- 
payers engaged in mining realize equal total net profits over a 7-year period. 
The taxpayer whose earnings are uniform from year to year will often pay a 
lesser overall Federal income tax than will his fellow taxpayer who realizes a 
profit in some years and incurs a loss in other years during that period. 

This adjustment is especially inequitable in the case of a new mine, since a wide 
variation in income is expected during the early years of operation because of 
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dilution in grade and value of ore taken from development headings and because 
of abnormally high mining costs incurred in opening up a property 

We urge that this inequity be corrected by amending section 122 (d) of the 
Internal Revenue Code by removing the limitation with reference to percentage 
depletion in determining the net operating loss to be carried backward or for 
ward as a deduction against profit earned in a profit year. 

Veed for adequate depletion allowances 

Under present law, a taxpayer engaged in mining is permitted a depletion 
allowance based on cost (or March 1, 1913) value, or an allowance based on 
percentage of income whichever results in a greater tax benefit. 

Depletion based on cost is computed by allocating the cost of the property, 
including the cost of exploration and development incurred prior to the pro 
ductive stage, over the estimated ore reserves on a ratable basis as ore is 
extracted. 

Percentage depletion for a meta! mine is allowed at the rate of 15 percent of 
“gross income from the proyerty,” but is limited to 50 percent of the net income 
from the property. 

Many Government officials, as well as others who are usually quite unfamiliar 
with mining operations, often contend that percentage depletion offers a special 
privilege to taxpayers engaged in mining because total depletion over the life 
of a mine under this method may, in some cases, exceed the total cost. We agree 
that this occasionally happens. However, I am sure that for every case in which 
this occurs there are perhaps 100 other cases in which no recovery of any portion 
of the cost is possible through depletion or otherwise because no ore is dis 
covered and no income realized. 

We must remember that mining is a hazardous business from the standpoint 
of the investor and attracts only risk capital. It has often been said that not 
more than 1 out of 100 mining ventures ever becomes profitable. Such a state- 
ment may or may not be exaggerated. However, it is common knowledge that 
only a relatively small percentage of those who risk their funds in search for ore 
ever realize any return on their investment. Consequently, in order to Stay in 
business the taxpayer engaged in mining must be permitted to deduct a deple- 
tion allowance against income of the profitable mine in a total amount that will 
permit the recovery of the entire cost of successful as well as the unsuccesful 
ventures. 

1 tax-free period fornew mines is necessary 

Canada recognizes and makes special provision for the speculative nature of 
mining in her tax laws. A new mine in Canada is exempt from taxes for its 
first 3 years of operation and, in addition, is given a further tuneup period of 
6 months after it reaches a productive stage. 

This provision gives the Canadian operator an opportunity to create working 
capital for the development of potential ore reserves once a mineral deposit 
is disclosed. Furthermore, Canadian laws acknowledge that the mining investor 
is entitled to some consideration for the years that he has had no return or even 
any assurance that there would be a return on his money during the exploration 
and development period, prior to the discovery and extraction of commercial 
ore. 

Our Federal laws demand a share of the first dollar of profit in spite of the 
fact that the development period may have extended over a period of 20 years 
or more and the corporation may be heavily indebted when it reaches a profitable 
stage. Does it appear sound that any mining corporation should pay a Federal 
income tax on net profits before it has had an opportunity to even liquidate its 
indebtedness? 

We urge that our tax laws be amended to permit a tax-free period for new 
mines similar to that provided under Canadian law. 

There should be a tax-free depletion allowance to stockholders 

A tax-free depletion allowance to stockholders would partially offset the double 
taxation on dividends which under present law discourages risk capital. The 
burden of double taxation is much greater in the case of the mining industry 
than in other industries. Shareholders must pay income taxes not only on 
that portion of the company’s profits distributed to him but he is also taxed on 
the amount which he receives corresponding to the company’s allowance for 
depletion on return of capital. 

A mining company must depend upon its income through the exhaustion of a 
wasting asset since every ton of ore extracted shortens the life of the mine to 
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that extent. Unquestionably, a portion of the proceeds from each ton is, in fact, 
a return of capital and only the balance is income. A shareholder should be 
permitted the same allowance for depletion as is permitted the company in 
recognition of the fact that the mining company is actually selling a capital 
asset, regardless of whether the property is sold as a unit or whether it is soid 
piecemeal over a period of years through the extraction and sale of a limited 
Lody of ore which it contains. 
Other suggested amendments 

In addition to the subjects enumerated above, we believe there should be less 
iime wasted by both the Bureau of Internal Revenue and the taxpayer in dis- 
igreements arising out of depreciation allowances. After all, total depreciation 
allowable on buildings, equipment, etc., cannot exceed the cost thereof. Adjust 
ments made by Internal Revenue agents often amount to nothing more than the 
deferring of a deduction taken in the current year to a subsequent year. A 
reasonable allowance for depreciation would permit the taxpayer to recover the 
total cost of depreciable property as a deduction from income in profit years 
since there can be no tax benefit from a deduction taken in loss years. 

During this period of inflated replacement costs, it would appear sound to 
permit accelerated rate of depreciation to provide the funds required for 
eplacement, 


Hecia MINING Co., 
By L. J. RANDALL, President. 

Mr. Ranpauu. All the speakers ahead of me, of course, have empha 
-ized that the price of lead and zine is so low that we cannot operate. 
This is undoubtedly true in a majority of the cases of lead-zinc mining 
operations, However, I think we should not lose sight of the fact 
that for a 10-year period, prior to June 1, 1952, as an industry, I think 
we did enjoy fairly anal prices and I think we earned reasonable 
profits. How, then, does it happen that we are so short of working 
capital at the present time ? 

I think unquestionably this is due to the fact that our Federal income 
tuxes have been so high that we have been unable to provide a cushion 
for this present emergency. 1 would like to cover 4 or 5 recommenda 
tions which I think you gentlemen should consider. 

First we have under present law a $75,000 limitation on deduction 
for exploration expenditures. Exploration expenses in a mine 
are defined or confined to those expenditures prior to the discovery of 
what we call commercially marketable ore. We in the industry do not 
know exactly what is meant by commercially marketable ore. 

i have heard a dozen of the leading tax men of the country sit down 
and try to arrive at a dividing line between exploration expenditures 
as provided under the statute without any solution. We think that 
$75,000 limitation should be removed because certainly the operator 
needs the tax benefit more prior to the discovery of profitable ore 
than he does subsequent to that date. All expenditures subsequent 
to the discovery of commercially marketable ore can be deducted 
full. 

Mr. Rizeutman. If that limitation were removed, what figure do 
you suggest ¢ 

Mr. Ranpauu. I think that we should be permitted to deduct the 
entire exploration expenditures as an incentive to discover new min- 
eral resources. In the Coeur d’Alene district it is not uncommon to 
spend as much as a million dollars. We have to sink shafts two or 
three thousand feet deep before we even start looking for ore. I 

think if you are going to furnish an inducement for that type of 
expenditure, I believe that we should permit the full expensing of 
‘ xplor: ation expenditures. 
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I know you gentlemen are familiar with the Paley report, and they 
have recommended that we be permitted to deduct the full exploration 
expenditure, 

Mr. Hosmer. Are these generally deducted on an availability basis? 

Mr. Ranpauy. They are at the present time, if you find ore. You 
can deduct them over the ore body. But we do not find commercially 
marketable ore except pe rhaps once out of JO ventures. We do not 
expect to find ore every time we sink a shaft. We know we cannot 
do that because mining is a speculative, hazardous industry. 

The second suggestion I would make is that limitation on percent- 
age depletion as a deduction in computing net operating loss carry- 
backs and carryovers be removed. You see, in the ordi ary trading 
‘oncern, if an operation loses money in a given year, that operation 
is permitted to carry that loss back 1 year and recover taxes paid in 
that prior year, or it can carry the operating loss forward, to the 
extent it is not used up in the prior year, for a total of 5 years 

However, certain adjustments are required. One of the adjust- 
ments has to do with percentage depletion. We must substitute cost 
depletion for percentage depletion in determining this loss carryback. 
This is unfair, I think, to a new mining operation, because in a new 
operation we do not have uniform profits. 

I might take two companies that make identical profits over a 
7-vear period. One company, we will say, has uniform earnings from 
year to year and the other company has profits in one e year and losses 
in another. In spite of the fact that they wind up h the same total 
net profit before taxes, the company that has un- inifor in earings pays 
a greater tax, and that does not seem fair. 

The third suggestion I would make is that we not onan our pres- 
ent pe reenti ge A »pletion allowances. You see, under the present law 
the taxpaver s permitted to deduct dle} sletion baaed upon costs or 
units which are amortized over the neuen tion, over the years as the 
ore is produced, or he is permitted to deduct depletion based upon a 
percentage of income. This percentage is 15 percent of his gross in 
come from sales, but is limited to 50 per cent of his net income. 

I know that there are many people who oppose percentage deple- 
tion. They point to an instance where some company has been able 
to write off its costs 5 or 6 times. Admittedly, this is true. However, 
when you can point to one such instance, I can perhaps point to a 
dozen where no recovery has been made because there are no profits. 

Again, mining is a hazardous industry. It is very much like com- 
paring it to a slot machine. You put nickles in it and occasionally 
you get the jackpot. That is what happens in mining. 

The fourth recommendation I would make is that we consider a tax- 
ne period for new mines. You see, the Canadian law provides a 3- 

“ar exception from tax payments and then they have a further tune 
a period of 6 months. This enables the mine operator after he has 
discovered commercial ore to carry on perhaps a development program 
for definitely opening that ore after it is discovered. 

Ordinarily a new mine is heavily in debt when it discovers com- 
me reially market: ible ore. Ths at exp yloration pe riod goes on some- 
times for a period of 20 years before they find that ore. That is the 
usual thing in Coeur d’Alene. It does not seem right for us to imme 
diately start taking away part of that profit in the form of taxation. 








326 PROBLEMS IN THE METAL-MINING INDUSTRY 





You ought to give that company an opportunity to create a little work- 
ing capital. 

Another suggestion I would make is that we allow a tax-free deple- 
tion allowance to shareholders. We presently allow depletion to the 
mine operator but we do not allow the shareholder, who makes up 
the component part of the corporation, any such benefit. I think that 
should be carried through to the shareholder. 

Mr. Hosmer. On that point I would like to ask a question. 

The depletion allowance being reflected in the earned surplus from 
which dividends are paid, does that not get on to the benefit of the 
stockholder without an additional depletion allowance on _ the 
dividends ¢ 

Mr. Ranpauw. If you have enough cost, that is true, perhaps. A 
shareholder is permitted such a deduction. How ever, we seldom use 
cost depletion and in a new mine especially it is practically impossible 
to compute cost depletion because you do not know what the ore re- 
serves are. That is true throughout. 

In fact, that is what caused percentage depletion to come into being 
in 1932, because of our inability to compute cost depletion. So they 
computed cost depletion on the industry as a whole, and they found 
that cost depletion or unit depletion, I should say, it is not always the 
cost—it might have been March 1, 1913 value—amounted to about 
16.7 percent. 

Mr. Hosmer. Let’s get back to the specific point, however. I asked 
you if the present depletion rates were not reflected in the avail- 
ability, where you do have a profit, the availability of funds for dis- 
tribution by way of dividends. 

Mr. Ranpaun. Well, the taxpayer is permitted to carry out through 
cost depletion, you see, but not percentage depletion. 

Mr. Hosmer. Where you have a percentage depletion in effect you 
pay less taxes and therefore you have more money in your treasury 
to declare a dividend. 

Mr. Ranvatw. That is not correct. The taxpayer, when he receives 
his dividends, unless that dividend is partially return of capital must 
pay a normal rate on a hundred percent of that dividend. 

Mr. Hosmer. My point is that perhaps instead of a 75¢ dividend on 
account of the depletion taken by the corporation, he may be getting 
a $1 dividend, and he makes it up in that fashion. That does have 
some substance to it. 

Mr. Ranpatw. Well, that istrue. However, I think that percentage 
depletion is a legitimate deduction, and I think we sometimes confuse 
it with the assumption that it is some kind of a gift to the industry. 

Mr. Hosmer. I think that is true. I want you gentlemen to under- 
stand when we ask questions here we are just trying to get at the facts. 
A lot of times we are trying to get at the questions that may be asked 
of us later, and the answers to them. 

Mr. Ranpauu. Another suggestion I would make would be that 
perhaps the revenue agents and the taxpayers should spend less time 
on computation of depreciation. After all, you can only recover it 
once, and quite often it amounts to nothing more, I think, than taking 
a deduction out of 1 year and putting into another. We have a lot 
of trouble with our agents coming in and questioning our depreciation 
allowance. I also feel that perhaps we should allow an accelerated 
rate of depreciation now because the replacements of items bought 
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10 years ago are much higher than they were at that time, due to the 
inflationary trend. ‘That just about covers what I have to say to you. 
Mr. Rrentman. Do you have some questions, Mr. MeCulloch 4 

Mr. McCuttocu. No questions, sir. 
Mr. Rrentman. Mr. Hosmer, do you have any questions ¢ 
Mr. Hosmer. No, sir. 
Mr. Rreutman. Thank you very much. 
Mr. Harry F. Magnuson? Will you identify yourself, please. 





STATEMENT OF HARRY F. MAGNUSON, CERTIFIED PUBLIC 
ACCOUNTANT, WALLACE, IDAHO 


Mr. Magnuson’s prepared statement follows: 


STATEMENT BY H. F. MAGNUSON, CERTIFIED PUBLIC ACCOUNTANT, WALLACE, IDAHO 








My name is Harry F. Magnuson of Wallace, Idaho. I am a certified public 
accountant operating public accounting offices in Wallace, Kellogg, and Coeur 
d'Alene, Idaho. I am secretary-treasurer or accountant for a number of small 
mining companies in the Coeur d’Alene mining district. 

It is my opinion that the present existing tax rates of 52 percent on normal 
income and an additional 30 percent on so-called excess-profits income are very 
excessive. The existing tax rates do not leave the small mining company with 
sufficient profits after the payment of taxes, and after the payment of a reason 
able return to the investor, to provide the necessary funds to develop new ore 
reserves at the present high costs and accumulate a cash reserve to carry them 
through a period of low metal prices. 

I concur wholeheartedly with the comments and recommendations of Mr. 
L. J. Randall as to proposed revisions in the present tax laws. 

Probably no other single revision would help the small mining company more 
over the period of years than the amendment to allow a full deduction for ex 
ploration expenses. This revision would remove the distinction between explora 
tion and development expenditures and would enable the small mine operator 
to explore and develop ore in periods of high metal prices when there is a profit 
to provide the funds to do this work. 

The mining of ore developed during the periods of high metal prices could 
help carry these small mining companies through the periods of depressed metal 
prices such as we are experiencing today. 

In addition to removing the $75,000 limitation on exploration costs, I believe 
that present tax rates should be reduced at the earliest possible time. 

Another revision, suggested by Mr. Randall, which would benefit the small 
mining company tremendously would be to grant a 3-year tax-free period to new 
mines as is done in Canada. This tax-free period would enable the small operators 
to accumulate sufficient reserves to carry them through a period of low metal 
prices such as we have today. 

I believe the taxpayer -should have the option to depreciate his facilities at 
an accelerated rate during these periods of inflated replacement costs. 

A taxpayer should receive the full benefit of an operating loss carry-back or 
carry-forward without the necessity of any depletion adjustment as required in 
the present revenue hiw. 

It is especially important that our Federal laws be amended in this respect 
immediately because many small mines will have a net operating loss in 1953 


Mr. Maenuson. While taxes are not perhaps an immediate problem 
right at this present time, they have played an important part in 
accelerating and bringing to bear the present problem that exists in 
these smaller mining companies. I think Mr. Randall has covered 
the situation very well, and I on behalf of the real small operators of 
the district concur wholeheartedly in his comments and in his recom- 
mendations. 

Mr. Rreniman. Mr. McCulloch, do you have any questions? 

Mr. McCutsocn. No, sir. 
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Mr. Rreuiman. Mr. Hosmer? 

Mr. Hosmer. No, sir. 

Mr. Rreutman. Thank you, sir. 

Our next witness is Mr. William L. Ziegler. 

It has been suggested to me by my colleague, Mr. Hosmer, from 
California, that we do not want to think that we are treating this 
problem of taxes lightly. But this committee that is here today, the 
full commitee, is not making a thorough investigation or study of 
that, although it does have an effect, as has been stated, probably on 
your industry. But the statements that have been filed and the testi- 
money that has been given today will go to a special subcommittee 
of small business which is now in the process of studying the whole 
tax structure on all industry across this country. So what you have 
had to say today will be of value to the other committee as well as 
to this committee that is here. 

Will you identify yourself for the record. 


STATEMENT OF W. L. ZIEGLER, GENERAL MANAGER, PEND 
OREILLE MINES & METALS CO., METALINE FALLS, WASH. ; GEN- 
ERAL MANAGER, REEVES-MacDONALD MINES, LTD., BRITISH 
COLUMBIA 


Mr. Ziecter. My name is W. L. Ziegler. My residence is Metaline 
Falls, Wash., and I am general manager of the Pend Oreille Mines 
& Metals Co., and the Reeves-MacDonald Mines, Ltd., located in 

sritish Columbia, Canada. 

Mr. Zireter. The Metaline mining district which produces mainly 
zine and lead with very little silver or gold, located in the northeast 
corner of Washington, is the one of which I am speaking. Geologi- 
cally this district extends about 20 miles into Canada. It is all one 
district, and is separated only by the international border. 

The district is not a new one. It has been producing zinc and lead 
for many years. Recently an expansion program was decided upon, 
and a new plant, with development work, was started which will re- 
sult ultimately in a capacity of 2,400 tons per day, on the east side 
of the river, known as the east side project. The old mill is located 
on the west side of the river and has a capacity of about 600 tons 
per day. 

At present, Pend Oreille is producing about 1,500 tons per day, 
and installation of the third 800-ton unit is in progress. The old 
mill on the west side of the river was prepared for treating the yellow 
lead ore zone, which has not been worked prior to this date. On ac- 
count of the drastic fall in the prices of lead and zine recently, this 
project was prepared for operation, the mill was revamped, but it 
was not started. Until the metal prices justify the operation of this, 
it will not be started. Taking both sides of the line, there will be a 
production, an ultimate production, of about between 900 and 1,000 
tons per day. About half of it will be in the United States and half 
of it in Canada. It might be interesting to note here the Reeves-Mac- 
Donald mines operation in British Columbia, just across the border. 

In order to encourage mining after the war, the Canadian Gov- 
ernment established what is known as the tax-free period. That is, 
for a new producer who makes an application for this tax-free period, 
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he is allowed to complete his pl int and all the deve lopment work in 
the mine. Then when the plant is ready to start, you have a 6-month 
trial period to get the plant tuned up and to m: ake necessary adjust 

ments. After that time you are exempted from all Dominion taxes 
fora per iod of 3 years, which enables the ¢ ompany who has made the 
large investment to have a chance to recover their money without this 
abnormal taxation. 

The Reeves-MacDonald Mine applied for that in 1948 and started 
the construction of a 1,000 to 1.200 tons per day concentrator and 
equipped the mine for that production. 

During this tax-free period, this mine produced about $8 million 
in gross revenues, or net shelter returns, and about $+ million of it 
was profit. That is to return $2 million that had been advanced b: 
the parent company, the Pend Oreille Mines & Metals Co., leaving 
dividends of over a million dollars, and nominal assets of about a 
million dollars at the end of the tax-free period which ended last 
December. This program, I think, resulted in the greatest boom 
for new mines that has ever been experienced. And it extended the 
production of lead and zine and other metals tremendously. With 
out a doubt it has been the greatest aid that any company could have 
had to install and get a new mine into production. 

Going back to the othe operations, as I stated, we are operating 42 

13 thousand tons per month. The profits from the operations are 
very small, and taking into consideration depletion and depreciation, 
there 1S, no profit. But we are going along oor intend to keep pro 
ducing just as long as possible in order to keep the crew intact. 

A lot of our personnel have been with the mine over 25 years. We 
are very hesitant to close operations and lose not only t miners but 
also some of our staff. 

Mr. Rreutman. How many men do you have employed there now, 
sir? 

Mr. Zineier. We have mp lo ved at Pend Oreille about 220 men. 
At the Reeves-MacDonald there are about 180. 

Mr. RreutmMan. What is a cost to keep that operation going? 

Mr. Zircier. As I st: ited, ve are makin g an oper: iting profit, but 
considering depletion and de ca lation we are not making any profit 

Mr. Rreuutman. Mr. McCulloch ? 

Mr. McCutiocu. How do wages in Canada compare with wages 
in the United States? 

Mr. Zrecier. The wages in Canada are in a peculiar situation, that 
is, they have 4 classifications: 1 for gold miners, 1 for lead-zine min 
ers, 1 for copper producers, and the famous Kimberly rate, which 
is paid by the Consolidated Mining & Smelting Co., the largest lead 
zine mine in the world. 

Our miner’s rate is $12.68 per shift, while at Metaline Falls the 
wage is $14.16. 

Mr. McCuttocn. The wage factor, together with the tax factor, is 
the only difference between the operations in Canada and in the 
United States? 

Mr. Zmeouer. Well, of course, in Canada you have those properties 
that sell to the Consolidated Mining & Smelting Co. which also 
have to account for the duty in the United States. Just what that 
proportion is, I don’t know, because they make a flat deduction on 
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the price of metals and it takes that into account. The properties 
in Canada, of course, do have to take into account a duty in the United 
States because the metal prices settled upon are the New York prices 

Mr. Rresuman. Any questions, Mr. Hosmer / 

Mr. Hosmer. Mr. Ziegler, I read some of these so-called leftwing 
columnists who pretty well take apart this special tax treatment of 
particular industries, and particularly oil and mining, depletion rates, 
and so forth. They say that it is all at the expense ‘of the little man, 
the people. 

Can you tell us what, if any, advantages the little men, the people 
of Canada, receive from this special treatment of mining industries 
in Canada? 

Mr. Ziecier. Outside of this tax-free period, which gives a company 
or a concern a chance to get their money back, the taxation rates are 
just about the same as in the United States. The depletion rate, I 
think, is a little bit more favorable, but that is all. 

Mr. Hosmer. Specifically is there a benefit to the average Canadian 
from the healthy condition of the mining industry in Canada that 
you say is partially due at least to this special tax treatment 

Mr. Ziecier. Well, the company starting a mine in Canada creates 
employment, and in creating that employment I would say that the 
Canadian gets the advantage of that employment. 

Mr. Hosmer. In other words, the economy of the country is rounded 
out to the general benefit of everybody; is that right ? 

Mr. Zireter. That is correct. 

Mr. Hosmer. Thank you. 

Mr. Rren_man. Mr. Counsel, do you have any questions? 

Mr. Hinton. No, I don’t think so. 

Mr. Rrextman. Thank you very much, sir. 

Mr. Frank N. Marr. Will you identify yourself for the record, sir? 


STATEMENT OF FRANK N. MARR, PRESIDENT, SPOKANE-IDAHO 
MINING CO., SPOKANE, WASH.; PRESIDENT, NORTHWEST MIN- 
ING ASSOCIATION 


Mr. Marr. Mr. Chairman, I would like to give you a copy of a reply 
by Mr. Otto Herres to certain communications that were put out by 
one of the major companies in the country. I have only within the 
last hour or so gotten a copy of the original to which this is an answer. 

Mr. Rrenteman. If you would permit us to just take a look at it, 
if you would, please, because I think the members would like to look it 
over. Then we will be glad to follow up that request. 

Mr. Zireter. All right, sir. 

Mr, Riew~man. You have not identified yourself for the record 
as yet. ’ 

Mr. Marr. My name is Frank N. Marr. I reside just outside of 
Spokane, on route 5. T represent certain family and personal inter 
ests. I am the president of the Spokane- Idaho Mining Co. I ama 
member of the board of directors of two small foreign producers of 
zine and lead. In addition, I am a member of the board of a local life 
insurance company, and president of the Northwest Mining Associa- 


tion. 
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This comment is drawn largely from the experience of the Spokane- 
Idaho Mining Co., a small zinc-lead mining company in the Coeur 
d’Alene district. We normally produce 175 tons of ore a day, with an 
average grade of about 714 percent zinc, and 214 percent lead. The 
Spokane- Idaho Co. finds itself exactly in the position described by Mr. 
Randall, losing money, working capital shortages, and being heavily 
in debt. Part of this is unpaid income and excess profits tax for the 
year 1951. 

We have made money in the past and paid very modest dividends, 
but are keeping the requirements of dividends only because of the re- 
quirements of the business for working capital. And replacement or 
improvement of equipment, incident: ally, has cost far exceeding the 
depreciation allowed on previous equipment. We have not been able to 
accumulate sufficient working capital, or to get development and ad- 
vance to a point where there is any assurance that we can weather 
the present price line. 

We have an unpaid tax bill for income and excess-profits tax and 
heavy operating loss for 1952 which must first exceed the depletion 
allowance for 1951 before any tax credit can be allowed us. Heavy as 
our 1952 loss is, we shall be lucky if there is any tax credit left after 
offsetting our 1951 depletion, as that was the best year in a 12-year 
existence as a company. 

I call your attention to Mr. Randall’s second point, and to the dis- 
cussion of a limitation of exploration expenditures, in which he deals 
with commercially marketable ores. A good illustration is the case 
of our Constitution mine, which is the main operation of our company. 
It is probably not a mine today because of prices. Our so-called ore is 
not ore because it is not commercially marketable, at least not at a 
profit. Many other so-called mines are probably in the same boat. Yet 
our mine, one of these much talked of marginal mines, has since 1941 
produced in terms of metal values, that is, the market values, almost 
$12 million worth of zine and lead. The discussion by Mr. Randall 
of depletion allowances is also quite applicable to us. 

In spite of the past profits of this small mine we have fallen far 
short of qualifying for the full 15 percent depletion allowance. Twice, 
other than in our current situation we have had losses in which no tax 
credit could be allowed. That is because of the necessity of offsetting 
the requirements for depletion. It is part of the technicality of the 
law, and he cited the instance. 

These cases have involved a loss of $10,000 in 1947, which was not 
large enough to offset depletion, and a $39,000 loss in 1941 which pre- 
cluded percentage depletion in the year 1942, because of a factor 
there I believe of cost depletion which the examiner insisted we take. 

Each instance worked a substantial hardship upon us during work- 
ing capital shortages. 

To depart from company to private affairs, I want to endorse the 
remarks made in the risks of mining. Interests I represent in one way 
or another have spent substantial sums on at least 12 mines within the 
last 7 years. Two of these ran well over the six-figure mark and are not 
producing. Of the others, 1 is still undergoing original exploration, 2 
are old properties, 1 of which was opened and then shut down. The 
other is hampered for a shortage of funds and is still hoping for a 
better chance at better prices. One, a foreign prospect, is a small 
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producer. Four are submarginal. One older producer was closed. 
One project did not reach its objective. These properties were worked 
on after a considerable screening of prospects, perhaps in the ratio 
of 1 out of 5 covered by field trips, and heaven only knows how many 
office presentations. 

Depletion allowances on two producers, now marginal, hardly make 
up for so much exploration when the small size of our producing 
companies is considered. When the outright double taxation of divi- 
dends is concerned, I am forced to the conclusion that individuals 
probably should not enter the mining field, but once in it is hard to get 
out. 

Gentlemen, as to prices: Our business and our industry is suffering 
from some causes which you may be able to correct or help correct. 
Most mining companies, and I believe most of our employees, believe 
in free American enter prise and its corollary, free competition. We 
do not relish an appeal to Government for aid. But we cannot com- 
pete with other segments of the economy which are directly or indi 
rectly subsidized for labor or for supplies, or taxwise. 

Nor can we be expected in times of national emergency or outright 
war to produce needed metals in the quantities if, in times of lesser 
stress, we must compete with foreign metal products from deposits 
richer possibly because they come from parts of the world only now 
being explored, and especially when these deposits are being exploited 
by experts of the caliber equal to our own or of our own technicians, 
und financed by American capital, in part by taxes, taxes levied in part 
on our own particular sick little business. 

Early in World War IT the Government asked for a large domestic 
production of lead-zince ores, and our industry produced in quantity and 
under difficulties of tight supply and manpower conditions. But older 
ore bodies and mines became low in terms of ore reserves which then 
had to be slowly built up. And then after the outbreak of the Korean 
police action, the Government’s exploration aid program, the DMEA, 
was instituted. Even before its objectives were realized to a material 
degree, the profit from a lucrative business dropped out. In fact, 
price has now dopped to a point where profit is not the question. 
Survival is the immediate objective for those still mining. 

Now, if, as did not seem improbable a few short weeks ago, this 
police action were to balloon or explode into a full-scale war, shipping 
would become scarce overnight. Where would our domestic supply of 
metals come from? It is not an imaginative problem. Mines are not 
developed overnight but war seems to be. Nor can a mine be brought 
into production in a few short months even if its existence is suspected 
or known. The only assurance is a healthy growing domestic or, at 
least, continental industry, constantly in search of new deposits 
which from now on may well be hidden from ordinary prospectors 
as we have known them in the past. If we are to have such an indus 
try, some of its problems need solution. 

Some means of dealing with the disastrous price situations must be 
established so that the smaller mining companies can carry their share 
of exploration and development in order to make new, larger produc- 
ers of metal. 

Exploration has had a shot in the arm by reason of good admin- 
istration, at least in this area, and has remained fairly sound. This 
program is fairly well known and needs no comment here. 














PROBLEMS IN THE METAL-MINING INDUSTRY 333 

A new mining enterprise must have new capital and must have ade 
quate returns to get it. This involves a consideration of taxation as 
a cost of doing business, that is, on the mining company, and taxation 
as it affects the flow of capital in the business. That is, on the man 
who furnishes the capital. Also involved is the peculiar nature of 
extractive industries in relation to other industries. The factors of 
size, degree uf integration, degree of risk, equity of application of any 
one tax principle to them, and the possibility of eventual return of 
capital in addition to the necessary hope of adequate return on that 

capital, and after taxes and in the hands of the investor, are to be 
considered, 

Only if all of this is solved can there be any real hope of a healthy 
domestic mining industry. 

Because of its high risks, the small mining enterprises can seldom 
borrow money as most other business and industry does, that is, from 
banks and insurance companies and other private lending institutions 
which handle funds either in a fiduciary manner or for the investment 
of clients, because such funds are not suited for enterprises having the 
high degree of risk that is ever present in mining. 

However, mining needs a place to go for the occasional loan for 
working capital and replacement of wornout or obsolete equipment. 
From this standpoimt it seems unfortunate that so much opposition 
has arisen and the death knell has been sounded to the RFC. It 
would appear that the family car is to be run off the cliff rather 
than to be repaired. 

The RFC has provided a useful service which is needed today for 
many useful or many productive and potential enterprises who lose 
their only hope for our sources of emergency funds. For our part, 
we prefer as much freedom of enterprise as consistent with American 
economy. We like to run our own business free of Government inter 
vention, controls, and so forth. But our business must have help 
to survive in an economy where a devaluated dollar and Federal aid 
to other segments of the economy have forced our workers to demand 
and get other higher wages. We do not begrudge them their in- 
creases. They are entitled to their increases in wages, we think. I 
would like to elaborate that. 

With the cost of food, clothing, housing, and all the various factors 
that go into the expenses that the worker is up against. he must have 
additional income to meet them. Most of us as employers realize that, 
and would like to see it helped out. Our way of life demands it. But 
these inflationary factors find mining receipts or returns dependent 
upon worldwide markets, often governed by the product of low-priced 
foreign-wage labor, often aided by American modern machines, 
bought in part with United States taxpayers’ money, and earnings of 
which are not too often exposed to United States tax rate as domestic 
companies know them. 

The Murray bill provides for a premium price plan. We had a 
sample of premium prices during World War Il. Frankly, this 
amounts to profit control. What incentive is there to that? Whena 
company had earned its investment, it could expect a revision of the 
quota, thus providing little or no profit. One company in this area 
produced during the war, so I am told, at a price of 614 cents a pound 
for lead, while many others produced at prices from 514 to 161% cents, 
There is no fairness or equity in that. 
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Another form of aid might be devised similar to the farm subsidy 
setup, the Johnson bill. At the present time, Secretary Benson is 
trying to revise this general plan to a more sound basis. There are 
large : stocks of butter and wheat accumulated, and there are abuses 
which have ace ompanied them. This system is also expensive and not 
economically sound. The most satisfactory program might be the 
sliding tariff proposed by the lead tariff committee and so ably ex- 
pounded by our friend Mr. Wormser, Mr. Haffner, and others. It at 
least has several advantages. 

First, low costs of administration; second, it is automatic in appli- 
cation; third, it shows no favoritism between domestic producers; 
fourth, it will cost users nothing when a normal or reasonable market 
exists in the metals involved; and, fifth, no direct Government sub- 
sidy is involved, saving the taxpayers’ money. 

At worst, it merely prevents the user from taking advantage of the 
producer at times like the present. This action itself might save 
the country its defense metals in event of war. 

Gentlemen, from the foregoing, I think you will understand what 
our problem is today and to emph: size the points previously made, a 
very simple one of whether or not our company as a representative of 
the small mining industry is to survive or not to survive. Either we 
must have help now or our property is probably finished as a producer 
within the foreseeable future for want of incentive, for lack of 
reserves, excessive costs of shutdowns and reopenings. 

Every angle has been or is being tried, not only “by us but by all 
individual operators, though none ‘of us are perfect. The results of 
your determination and their acceptance will decide whether we are 
to have protection within the country or not. If not, your defense 
program and mine will be dependent upon factors controllable by the 
fortunes of war. If so, we are dependent upon a free industry, 
domestic production with its hope of private profit and advancement 
in all segments of our ogra. sound, tried and true economie prii- 
ciples, resources of the land, opposition to the theory that one- 
sixteenth of the world population can support and improve all the rest 
of the world economically, and you are dependent, shall we say, upon 
scientists, screwballs, businessmen, crackpots, politicians, saints, 
preachers, doctors, lawyers, bankers, laborers, skilled workers, arti- 
as craftsmen, merchants, swindlers, crooks—the rest—but Amer- 
icans all—even we and our working force, the miners. But, gentle- 
men, we need help now, not months from now or next year. Our deep 
mines and the many costs involved cannot stand delay. 

Now, if I speak for a moment as the president of the Northwest 
Mining Association, I would like at this time to express my gratitude 
to you gentlemen for affording us this opportunity to present our 
problem to you. 

Thank you. 

Mr. Rreuiman. I think we will have some questions. I think you 
stated that you have interest in two foreign producing compares. 
Are those in Canada ? 

Mr. Marr. One of them is. 

Mr. Rrentman. In reference to that one, do you have anything that 
you would like to add to what Mr. Ziegler had to say in respect to the 
advantage of operating there, other than the tax exemption? 
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Mr. Marr. Mr. Ziegler and Mr. Jensen, whom you met last evening, 
are so much better qualified to testify on that that I would hesitate 
to comment, sir. 

Mr. Rienctman. If it is proper, I would like to ask what other 
interest you have, in what other country is the mine located? 

Mr. Marr. About 5 years ago I took a typical miner’s flair and 
determined to put $5,000 into a Mexican mine. Incidentally, it is a 
good illustration of this grade problem which was brought up in 
previous testimony. 

That particular mine runs 14 percent zinc, 7 percent lead, about 
5 ounces of silver, and about 114 of copper. A mine of that caliber 
up here would be worth millions. Down there it is marginal. ‘There 
is another side to that story, however, but it is not related to the issues 
here. 

Mr. Rrenitman. What are some of the advantages of operating a 
mine in Mexico in comparison to up here? What is the labor situation 
there ¢ 

Mr. Marr. Our base scale down there is about 12 pesos. That 
amounts to approximately $1.40 per day. There are two very big 
problems down there. The foremost I would say is transportation. 
We have a 90-mile truck haul to the railroad, we have a 214-mile truck 
haul because of the water from the mine to our mill. On top of that 
we have very heavy rail freight charge. When that is tacked on top 
of a very low production cost and you add the Mexican production 
tax, which is quite vicious in terms of our own taxation setup, there 
isn’t quite as much advantage to a small operator, at least, as there is 
up here. 

Mr. Rrentman. I do not want. to take a lot of time to go into the 
field of operation in Mexico, but I thought it might be interesting 
to have some information along that line. You made reference to the 
RFC, and your great interest in its continuation. Could you tell us 
how active the RFC has been in this area in making loans to miners? 

Mr. Marr. Frankly, that remark is based on selfish interest. We 
have an application in with them now. The possibility is that it will 
go out of existence. I think that is fairly definite. I have been given 
to understand that there is some new agency being formed to take 
over certain of its functions. But as far as I know, that hasn’t been 
crystallized. 

Mr. Riexi~man. I wanted to make that point right here. That is 
why I asked that specific question. The chairman of our committee, 
the Honorable William S. Hill, from Colorado, has introduced legis- 
lation setting up a small-business corporation which would deal with 
exactly the same problems RFC has been dealing with, and which 
would be in a position to make legitimate loans to small industries. I 
thought that was worthy of notation at this time. 

Mr. Marr. My point was to emphasize the need for some such 
agency for the industries that cannot go to regular commercial 
sources. 

Mr. Rreniman. I was very anxious to find out whether or not the 
RFC had been active in this area making loans to small miners or 
any of the mining industry. 

Mr. Mark. I think they have invested in quite a number, but I can’t 
give you figures. 
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Mr. Rrentman. Any questions, Mr. McCulloch ? 

Mr. McCutaocnu. No questions. 

Mr. Rrenuman. Mr. Hosmer? 

Mr. Hosmer. Mr. Marr, in your judgment what total annual domes- 
tic production should the policies of our Government be directed to- 
ward for the best interests of the country ? 

Mr. Marr. I would say normal usage. 

Mr. Hosmer. Well, what is it? 

Mr. Marr. Mr. Day quoted that figure, I believe, at about a million 
tons. 

Mr. Hosmer. In other words, You think that all of that million 
tons should be produced domestically ¢ 

Mr. Marr. Frankly, that doesn’t seem to be in the cards right now. 

Mr. Hosmer. I am serious in this question. I am not trying to 
badger you. What we are trying to do is to settle down on some facts 
here. As I understand from Mr. Day’s testimony, we import about a 
third, and we get about a third from oe ry sources, and we mine 
about a third of our own lead every year. That means about 333,000 
tons. Is that about the correct figure th: 7 the policies of the Govern- 
nent should attempt to maintain ¢ 

Mr. Marr. Frankly, I favor domestic business over foreign busi- 
ness. If we can produce a larger proportion of the lead within the 
country, I think we should do it. I think we have to look at certain 
basic facts, though. Most of the mines, at least in this area, that pro- 
duce lead—there are very few exceptions to this, but there are some— 
produce the lead in combination with zinc. It comes in the same rock. 

Mr. Hosmer. Basically, though, we are inquiring into the lead in- 

dustry, and seeing what we can do about it. We can’t call upon the 
taxpayer to supply a market oa all the lead that you fellows could 
possibly go out and produce. I don’t think that would be fair to the 
rest of the people in Ruteomiter: I don’t think you would want us to 
do the same for any other particular industry. There seems to be 
ample evidence that we need a domestic lead industry. My questions 
are directed to its size. 

Mr. Marr. Frankly, I think it should be as large as we can get it 
und keep it within economic bounds. I am not well enough informed 
to say that we should have 5,000 tons of domestic lead production or 
that we should have 700,000 tons or a million. In the first place, you 
have to work with what you have. Right now we know that we have 
between three and four hundred thousand tons of domestic lead pro- 
cluction. 

Mr. Hosmer. And some of the recommendations you have made 
would be such an inspiration to exploration and development that 
probably we would double or more that domestic production. We 
have to consider whether that is the right thing to do or not. 

Mr. Marr. Frankly I don’t look at it that way. I look at it as 
continuing the present production. In other words, I think the coun- 
try will suffer from shutdowns and from the hards ship on present 
producers if something isn’t done. I think you won't continue to 
have the present production unless something is done, and I think 
rather quickly. 

Mr. Hosmer. That is what we are getting at. Then do you feel 
that this somewhere around 333,000 tons a year is about right? Is 
that correct ? 
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Mr. Marr. I don’t think it should be allowed to fall below that if 
we can help it. 

Mr. Hosmer. As a minimum, yes. 

Thank you. 

Mr. RieuutmMan. Any other questions, Mr Counsel ? 

Mr. Hinton. I believe youe sndorsed Mr. Randall’s thoughts on the 
changes in the tax laws and regulations. Among those did you 
indorse his thought of $75,000 as a deduction for exploration? I had 
forgotten. 

Mr. Marr. I feel as Mr. Randall feels, that there now exists an 
arbitrary distinction between exploration and development. I think 
that the need for relief is at the time when you are hard up. You are 
hard up when you are not producing anything, and that is during 
an exploration period. Yes, I agree with him a hundred percent. 

Mr. Rirutman. Does the average small miner expend as much as 
$75,000 in exploration ? 

Mr. Marr. I consider myself quite small, and we spent substan- 
tially more than that last year. 

Mr. Rreniman. So you feel that that would be average. 

Mr. Marr. I think that is a very small figure. I think it is so 
pitifully small as to mean nothing. 

Mr. Riraiman. So it would have an impact on the small miners? 

Mr. Marr. The general class of small miners, yes. Mining is 
becoming increasingly expensive from an exploration st: andpoint. 
Each year it seems to take more and more to open up new deposits. 
They are becoming more scarce, they are hidden, the newer discoveries 
are deep. Some of these things in this Coeur d’Alene, where they 
are putting down shafts 3,000 feet, 2,000- or 3,000-foot levels, with- 
out even going out to look, some of those things require tremendous 
amounts of capital. There should be some means of using that 
expenditure. 

Mr. Rrmutswan. Would the average small miner be sinking a shaft 
to 2,000 feet ¢ 

Mr. Marr. Not like that, no. The average small miner can’t even 
talk in terms of those figures. We can’t. 

Mr. RrpuuMaAn. Since we are concerned with the small miners, 
that is why I was asking these questions. Another point is that I] 
think you also felt as Mr. Randall did that the current 15 percent 
rate of depletion was inadequate. What would you consider would 
be adequate ? 

Mr. Marr. I stated one thing further than that. I stated that in 
our property it has not been realizable. 

Mr. RrenimMan. What would you consider to be a fair rate? 

Mr. Marr. I think you have to go deeper into the problem than to 
talk in terms of percentage depletion. In other words, to look at it 
from the standpoint of a source of funds, eventually you have to be 
able to get some funds back into the hand of the individual investors, 
or otherwise you are continuing to build up larger and larger cor- 
porations, monopolies, if you please. It wouldn’t be strickly speaking 
a monopoly but I mean a tendency towards great ue: overall com- 
panies, companies integrated to the extent of A. S. & R., or Anaconda, 
or Kennecott, or things of that sort. 

I believe more than the country is healthier with smaller businesses 
than that, although I have no ax to grind with any one of them. 
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Mr. Hosmer. In connection with this depletion, in order to take 
advantage of a loss carry-forward or carryback, you have to knock 
out your depletion allowance for the year to which you are carrying 
back or forward, is that it? 

Mr. Marr. May - illustrate by saying that if you had an operating 
profit, say, in the year 1951 of $100,000, and you were operating on 
the present “de lesion? ’ laws, you would have a depletion allowance 
of $100,000 and a net taxable income of $100,000. Out of the taxable 
income, let’s assume that you were at that 52 percent rate, which is not 
strictly true but close to it, and then you have $48,000 profit left after 
taxes. 

Now, in order to get any credit whatsoever for a tax loss in the suc- 
ceeding year, you have first to write off $100,000 of that loss. In other 
words, if you had a loss of $90,000 you would have no loss earry- 
forward or carryback, tax-wise. 

Mr. Hosmer. You mean that your loss has to be in excess of the 
depletion before you can carry it? 

Mr. Marr. It has to offset the depletion completely before you are 
allowed any credit. 

Mr. Rrexi~man. Any other questions / 

Thank you very much, Mr. Marr. 

Mr. Rreniman. Ladies and gentlemen, we have several more wit- 
nesses to be heard this afternoon, and we would like to move along as 
rapidly as possible. 

Mr. Brown, will you identify yourself for the record, please, and 
proceed. 


STATEMENT OF MALCOLM C. BROWN, GENERAL SUPERINTENDENT, 
SIDNEY MINING CU., KELLOGG, IDAHO 


Mr. Brown. My name is Malcolm C. Brown. I am employed as 
general super intendent for the Sidney Mining Co. at Kellogg, Idaho. 
I am appearing here at the request of the Idaho Mining Association 
to express our approbation of the defense minerals explor ation pro- 
gram. 

The Defense Minerals Exploration Administration, or DMEA, was 
created under the authorization of the Defense Production Act of 1950. 
The DMEA is empowered to loan to a mine operator a portion, vary- 
ing from 50 percent to 90 percent of the cost of an approved explora- 
tion project aimed at discovery of deposits of certain metals and min- 
erals. The percentage of the cost loaned by the DMEA is propor- 
tional to the scarcity of occurrence and difficulty of finding commercial 
deposits of the mineral sought. 

The money loaned by the DMEA is recoverable, on a royalty basis, 
out of any mineral production from a deposit discovered as a result of 
the explor ation project. 

Following is a brief summary of the work done under this program 
in region II of the DME A, comprising the State of Washington, 
Oregon, Idaho, and Montana. 


Total number of exploration contracts executed, 131. 
Dollar value of contracts, $7,907,509. 

Government participation, $4,451,180. 

Total contracts in foree, March 31, 1953, 105. 

Dollar value of contracts, $7,024,343. 
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Government participation, $3,968,729. 

Total disbursements, through March 31, 1953, $1,800,859.23. 

Number of projects on which a discovery has been certified, 8. 

Number of projects on which it is believed a certification of discovery will 
be made, 30. 

Number of projects which have produced and sold ore, 12. 

Net value of ore produced, $459,473.09. 

Royalties repaid to Government, $19,023.64. 

I feel safe in saying that the mining industry in general heartily 
approves of the program and the manner in which it is being ad- 
ministered, for the following reasons: 

1. In the past 100 years the surface of our country has been combed, 
not once but many times, by prospectors seeking mineral deposits. 
Most ore bodies mined to date were found in this way, and, conversely, 
most mineral deposits in evidence at or near the surface have been 
found. Many mining men believe that just as many ore deposits lie 
hidden in the earth, unexposed by the accident of erosion. The cost 
of exploring beneath the earth’s surface for such ore bodies is tre- 
mendously greater than the cost of mere surface prospecting. To con- 
tinue our standard of living it is essential that such mineral deposits 
be found. Therefore it is in the public interest that financial aid by 
the Government be used to encourage exploration and development 
of mineral deposits by private companies. 

2. In view of the great risks and costs described above it appears 
obvious that only a large and rich mining company could undertake 
such work. It is not in the public interest that the search be carried 
on only by a portion of the industry. Individuals and small companies 
should, can, and do play an important part in carrying on such ex- 
ploration with the assistance of the DMEA. 

3. Purely “wildcat” exploration is not encouraged. The admin- 
istrators of the DMEA are engineers of the United States Geological 
Survey and the United States Bureau of Mines, noted for their pro- 
fessional integrity. They carefully screen all applications and only 
those which they believe stand a reasonable possibility of making 
a significant discovery are approved. 

4. It is not a giveaway program. The DMEA simply shares the 
risk of the exploration. The mine operator must not only put in his 
share of the overall cost of the project but usually must provide enough 
working capital to cover the full cost of carrying on the work for a 
month or more. The DMEA then reimburses him for its share of 
the preceding month’s expenditures. Furthermore, if sufficient com- 
mercial mineral is discovered, the DMEA loan will be repaid to 
" Government out of production. 

. It is almost certain that there are several mines in the North- 
weet that would be shut down completely in the present lead-zine crisis 
if they did not have a DMEA project which they are endeavoring 
to complete. Even so, there are some who are operating their projects 
only half time because their income has been cut so drastically that 
they cannot press their DMEA project as fast as they should. 

In conclusion, the Defense Minerals Exploration program is, in 
our opinion, an ideal example of private industry and the Federal 
Government cooperating, with the Government acting in its proper 
sphere. However, we observe a paradox. The Government, on the 
one hand, is assisting in the search for new ore and, on the other 
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hand, is fostering foreign imports which make it impossible for us to 
mine this ore at a profit if we find it. 

Mr. Rreutman. Mr. Brown, if I gather from your figures correct|) 
here, the number of contracts that were executed and the number of 
projects which appear to be productive, you have about a 50-percent 
discovery, or it might be about 40 percent, with respect to the numbe1 
of contracts that were executed in the first instance. 

Mr. Brown. Yes. 

Mr. RreHLM AN. In other words. you have 5 
discovery has been certified, and about 30 that are quite possible to 
be, and then you have 12 that are already producing and are sellii 
ore. 

Mr. Brown. Yes. You will note an additional thing there. T] 
is that the disbursements are only $1,800,000 to date. So the 
a big percentage of those projects that are only well under way, 
might say, obviously. 
Mr. Rreutman. Do you have any questions, Mr. McCulloch? 

Ex use me, Mr. srow! 

Mi Brow N. In that connection, I might add 7 you re all Mi 
hwab gave a figure of $245 m illion that had bee put out by oul 
foreign countries. Contrast that with the fioure of total Governn 
participation in the DMEA, our domestic project of some $4.5 iif 

Mr. Rreuntman. Mr. McCulloch ? 

Mr. McCuttocn. I have no questions. 

Mr. RrenumMan. Mr. Hosmer ? 

Mr. Hosmer. In light a the lead situation today, do you thn 
would be a wise or unwise policy for the DME A today to execut 
another contract for exp leaden for lead? 

Mr. Brown. I don’t think it would be unwise because the time el 
ment is considerable. We don’t know what is going to be the situati 
t years from now. It might well be 4 years before any significant pro 
duction could come from these. 

Mr. Hosmer. That is, only on the basis of emer; 
would you answer be that it would be a wise one ? 

In othe words we have enough supply to take care of ourselves 
the foreseeable future except for international emerge 
right? 

Mr. Brown. Antic! ipating pore ible international emergencies. B 
my prince ipal pomnt wot ild he that it would seem far more desirable t 
me to spend a few more millions of s lars Sere and fewe 
millicns of dollars for the same sort of fields . foreign countries. 
Mi Hosma rk. My point is that we still have a stetael to wrestle wit! 
and if w hould « lo these things for this year or ma 


proje ts on whi } 


gency rt juirements, 


ies: 1S that 


ivbe delay them fo 


a couple! e years is something we have to get into. 
Mr. Brown. I assume that these foreign expenditures are fi 
out | of the budget. are they not ? 
‘ Hosmer. The wisdom or unwisdom of the foreign expenditm 
ed dire ‘tly in here. of rs That | is 


que —Tion of \ 
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Mr. Brown. | would consider that desirable. 

Mr. Rren_man. Any other questions / 

Mr. Counsel ? 

Mr. Hinton. As I understand it, the DMEA expires June 30 this 
year, does it not ¢ 

Mr. Brown. That is right. 

Mr. Hrin‘ron. Is it your position, then, that the DMEA should be 
continued or a substitute program set up / 

Mr. Brown. I believe it should be. 

Mr. Hosmer. May I ask a question in that connectior 

Mr. Rrenuman. Yes, sir. 

Mr. Hosmer. Some of these DMEA programs know 
contracts are with primary lead and zine producers 
other metals that we are still short on. Could -the lead : 
say. go on and do some exploration for some of the 


like nicel and cobalt, columbium and a few more of the 


the ir staffs adapted to that type of ¢ xplorat on as well as 
usual metals? 
Mr. Brown. They would be, possibly, with some study and tr: 
But as far as we are concerned right in this district, I don’t know of 
iny of those rare metals are are even suspected with the exception, 
possibly, of a little uranium, and that has been very skimpy, so far. 
Mr. Hosmer. Thank you. 
Mr. Rreutman. Any other questions ¢ 
Thank you very much, Mr. Brown. Identify yourself, please. 
Mr. Carl Trauerman / 


STATEMENT OF CARL TRAUERMAN, SECRETARY, MINING 
ASSOCIATION OF MONTANA, BUTTE, MONT. 


Mr. TraverMan. My name is Carl J. Trauerman. I am a mining 
engineer and metallurgist, and president of two small Montana min 
ing companies, resident of Butte, Mont., for over 40 years. I have 
been in the mining business for over 46 years, and I am the active 
officer or what is known as the secretary-manager oT t 
Association of Montana. 

Normally, ] appear only in behalf of the Mini gf 
Montana, which consists of the small operators of Mont 
do have a definition for a small operator. 

Mr. RrewiM an. Good. 

Mr. TrRaveERMAN. That is based on what I think the 
men’s association had for a definition. We had a small-bu 
issociation several years ago consisting of over 50.0! 

I think they finally decided that instead of a sn 
one who could not afford to kee] a regular repres 

ngton, D. C., they confined it to an organization w 
men or less in its operations n the State We i 
definition to that. We confine it to those who em; 
less in the mining industry of Montana. 

However, when we get in a situation like 


to lead and zinc and gold, and I don’t think «& 


tioned here but it should be, we draw the line of ce 
large operators and the small operators are all 
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their plea. So today I represent the entire mining industry in a 
official capacity, the entire mining industry of the State of Montana. 

Before going on with what short. extemporaneous testimony I hav: 
here, the industry sends its greetings to this committee and thanks it 
for coming out here to hear its problems, and hopes that this com 
mittee will solve its problems. We know you are going to try. And 
we want to cordially invite you on your next trip to stop and hold a 
hearing in Butte, Mont. It will probably be the most unique city in 
the world. It ce rtainly is the largest mining camp in the world. 

Montana has up to date produced nearly $5 million in mineral! 
wealth. 

Mr. Rreuuman. We will convey that invitation to our honorable 
chairman, sir, and see if we can’t prevail upon him to make a trip 
to Montana some time. 

Mr. TravermMan. We will show you, I say, the most unique city 
in the world. 

I feel like a banquet speaker here today. I was invited here to talk 
on one subject, and I am going to do like a banquet speaker does. He 
doesn’t have to talk on that subject, he can talk on any subject he 
wants to. So I am going to confine myself to more or less what ha: 
already been brought up here. 

My subject assigned to me was the Rules and Regulations of the 
Securities and Exchange Commission, and how they interfere, if 
they do interfere, with the financing of our mines. We have been in 
contact with the Securities and Exchange Commission ever since the 
Securities Act of 1933 was put into effect, and we have had various 
changes and modification, so that I think about all we have left, and 
all there is to talk about on that subject, is that there are certain 
sales resistance points in the laws, rules, and regulations of the SK¢ 
which is the Securities and Exchange Commission, which presents 
more or less of a sales resistance to the sales of securities, not so much 
in the filing or registration or letter of exemption. 

But talking : about sales resistance items today, if all the rules and 
the laws and the regulations of the SEC were abolished today, we 
wouldn’t have sales resistance left, like have been brought out in this 
hearing today, the condition of the lead and zine industry and the 
prices, “and like I am going to bring out in a short speech on the gold 
mining industry. You couldn't sell anybody. Certainly, any man 
that came up here with the idea of buying stock in a lead and zinc 
mine, or a gold mine, he would be out the door long ago and putting 
the money back in his pocket. 

Now, in regard to a mine, a layman doesn’t generally understand 
exactly what a mine has to go through. It has been brought out here, 
and it is a phrase coined by probably the existing editor or preceding 
editor of the oldest mining journal in the world, “The Mining Journal 
of London, England, that you can’t turn a mine on or off like a 
spigot. That means something. 

Then we have the additional burden of constantly depleting our 
assets. We grow only one crop. When that crop is done, we are 
through. We have to go some other place and get another crop which 
we call ore. In order to do that, you have to have an incentive to 
develop this ore, because ore is developed, usually, in existing mines 
by extending the drifts or raises or sinking or whatever may be, or you 
have to start a new mine. When you start a new mine, all big mines 
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today come from small mines. They are what we call the seed corn 
of the industry. 

[ am going to try to illustrate this in a little plainer language, so 
instead of calling it in the case of my illustration, I am going to call it 
and seed wheat. Our chairman, | understand, Congressman Riehl 
man, owns a bakery in the city of Tully, New York. He say take that 
bakery, or you can take any manufacturing shop, shut it off and turn 
it on, and it is somewhat like a spigot. Let’s see what would happen 
if that was a mine. 

In the first place, if your bakery shop, and I hope you take no 
offense if I use your business as an ex: umple, if your bakery shop were 
like a mine, necessarily located down, we will say in a deep hole or a 
quarry where there was water all around it, and water com 
and where when you wanted to shut it down, instead of just 
your doors and seeing that everything is locked up all righ 
keeping the place well insured and perhaps keeping a wat hman,. you 
would have to do a lot of other things. 

You would have to pump water out of that bakery shop, sometimes 
up at a rather high altitude. You would put in temporary timbers 
to keep that bakery shop from collapsing. ‘You would have to do it, 
and you would only put in temporary timber because that is all 1 
would pay you to do at that time. If you had tracks in there to 
transport a little cart from one part of your bakery to another, you 
couldn’t do anything about that. You would just have to leave them 
there. 

You would have to leave your machine ary there. 

Now, if you were a mine, to carry that one step further, when you 
started up, you would have to be sure that that place is dry so the 
men could work in there. Your tracks would pre bably be out of 
line, and you would have to line your tracks up. All of your machin 
ery woul ] be out ot line, s say, corresponding to one of Ol mines, Mn lls, 
or concentrators, and if you had any wooden devices, which carry 
solution, they would have to be swelled for a great many days to 
prevent leakage. You would have to line up all of your machinery 
again, 

I don’t think, in stopping or starting your bakery, and I suppose 
you have done it a few times, that you ever thought of going through 
all of these troubles. But those are only a few of the infinitesimal 
things of going through to open a mine. 

And, if you started up, and a farmer was on a one-crop basis, the 
farmer that supplied the mill with the wheat from which you got your 
basic raw material, flour, if he had only the one-crop system, like a 
mine, you wouldn’t have any flour to start up with. You would have 
to develop new sources of flour. Somebody else would have to start 
farming. 

So that is why we ask for treatment and consideration in the min 
ing business a little different than in any other business, because we 
have these factors with which to contend. 

Now, I don’t remember when we have had a similar meeting or 
hearing such as we are having today, and there is a reason for that. 
It was not so many years ago when the price of lead and zine went 
down. During the days when the operators had higher grade ore, 
they practiced “the theory of Joseph in the Bible and they had their 7 
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years of plenty and 7 years of drought. In those days they saved in 
the 7 years of plenty. And what the »y did with the employees, they 
took good care of the employees in those days. They sent them out 
to the gold mines. The gold mining was a depression-proof industry. 

Today what have we? If we try to save during these 7 years of 
plenty, all the money goes into taxes. So we can’t save anything. And 
if we want to send the men, to keep them employed, to the gold mines, 
those that want to go—we can’t send them, they are their own bosses— 
if we provide a place for them to work, there isn’t any gold-mining 
industry. 

It is the one outstanding industry that shows an industry can be 
put out of existence by high costs and low prices for the product. 
‘Those are our conditions today. 

far as the gold mining, I want to tell you a little story about 
them. We in Montana, in 1939 had about 700 producing gold mines. 
They were a large factor in our economy. What they produced, I don’t 
know. I know the total production was 246,000 ounces of gold. Last 
year we produced about 28,000 ounces of gold. Most of these 700 
mines were shut down, and this 28,000 ounces of gold was produced 
mainly as a byproduct in the base metals. We want to do something 
about this. We think it is the proper function of this committee to 
try to do something about gold mining. In order to be straight on 
this, I will ask your chairman, am I right on this? Is this a subject 
that should be brought up here ? 

Mr. Rieutman. We had considerable testimony in San Francisco 
on that problem, sir. 

Mr. TraverMan. If you had it there, we are entitled to it out here. 

Mr. Rrentman. If there is no objection, you may proceed to present 
your case. 

Mr. TravermMan. In the summer of 1949 former Secretary John W. 
Snyder was in Butte. I had the chance to interview him, to get his 
ideas on the subject of gold. There was only one thing that Mr. Sny 
der and I agreed on. That was that there were not 10 people in this 
entire world qualified to talk or write on the subject of gold, and do it 
thoroughly. 

In other words, I said there were at least 10, and he said my num- 
ber was way high. We have seen a lot of writings, we have heard a lot 
of talking on the subject of gold mining. In my opinion, a great many 
of them confuse the issue rather than help the issue. We don’t think 
there is any pat answer, to. use a line expression, to the problems of 
the gold miners. It has to be more or less carefully thought out, and 

i lot of these so-called experts which I have heard defined, and you 
are looking for definitions here, you have been all morning, most of 
these experts are what are known as an ordinary guy away from 
home. So we don’t want opinions from that kind of men. 

In Montana, at our last convention held in the capital city of Helena, 
we adopted a resolution which asked no specific thing. As you prob- 
ably know, the Government of the United States, on “October 8, 1942, 
through an order from the War Production Board, known as the 
famous order L-208, shut down practically the entire gold-mining 
industry. It is the first case I know of where any industry anywhere 
in the United States has been shut down by edict rather than by law. 
The theory on which they shut down proved to be wrong. 
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When they shut us down, they told us we had to shut down, except 

some cases, and when they allowed us to resume operations in 1945, 

was the 30th of Jane, they didn’t issue any statement with it. They 
st said “open up.” We believe that the Government of the United 

States, popularly known as Uncle Sam, owes the gold-mining industry 
| official statement. We want them to make a study on that gold- 
mining industry and issue a statement to us. 

So, pursuant to that, at our Helena convention we adopted the fol- 
wing. Lam going to read it. It is a short resolution. I will give 
t to the court reporter here. You might say it is on the bottom of the 
ewsletter of the Mining Asociation of Montana, January-February 
1953, on the bottom of page 1 and the top of page 2, and reads as 
follows: 


Since October 1942 the production of gold in Montana has been seriously 
etarded and most of its several hundred gold mines have ceased operation. 

This is initially due to the shutdown order, L—208, imposed by the United 
States Government during World War II. When the shutdown order was re- 
scinded in 1945, most of the gold-mine operators found they could not produce 
wing to increased costs and the fixed price of gold at $35 per ounce established 

y the United States Government. 

In a number of foreign countries gold is now selling at prices far higher than 

an $35 per ounce. 

Therefore, we urge the 33d Montana Legislative Assembly to adopt a resolution 
or memorial addressed to the President and Congress of the United States of 
America, requesting that Congress appoint a committee consisting of members of 
both Houses of Congress, gold miners and economists, to study the present appall- 
ing situation in the gold-mining industry of the United States and to make recom- 

endation to revive that industry on a business-like basis. 


What that solution is, we don’t attempt to predict. Our Senate, the 


Montana Legislative Assembly, followed our request and introduced 
Senate Joint Memorial No. 12, which is practically the same as the 
resolution which I read you, and which I wish to file with this 
ommittee. 

Mr. Rrentman. Without objection, that may be done. 

(The document referred to follows :) 


SENATE JorINT MeMoRIAL No, 12 


A joint memorial of the Senate and House of Representatives of the State of Monta: 
the Congress of the United States, to United States Senators James E. Mu 
Mike Mansfield and Representatives Lee Metcalf and Wesley A. D’Ewart, requesti 
Congress of the United States of America to make study and make recommendati 
necessary to revive the gold-mining industry of Montana 


Whereas since October 1942, most of the several hundred gold mines in Montana 
have been closed with practically no mining operations being done in the State, 
vhich has seriously retarded the production of gold, a condition originally 
brought about by shutdown order “L-208” imposed by the United States Govern 
ment during WWII. When the aforesaid order was rescinded in 1945, most of 
these mines were unable to reopen and resume mining operations, owing to the 
greatly increased operating costs and the fixed price of gold, being fixed at 
thirty-five dollars, ($35) per ounce, established and since maintained by the 
Government of the United States, notwithstanding gold is now selling in a 
number of foreign countries at the price greatly in excess of that fixed by the 
United States ; and 

Whereas in order that Montana gold producing mines can be reopened and 
placed upon a profitable operating basis, it is necessary that existing conditions 
now retarding the gold mine industry be materially changed: Therefore, be it 

Resolved by the Thirty-third Legislative Assembly of the State of Montana, 
the Senate and House of Representatives concurring, That we specifically urge 
that the Congress of the United States appoint a committee consisting of members 
of both Houses of Congress and other persons experienced and qualified to study 
the appalling situation in the gold mining industry of the United States and to 
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make such recommendations and to enact such laws in accordance therewit 
as are necessary to revive the said industry and place it upon a profitable a 
business like basis; and be it further 

Resolved, That certified copies of this memorial be submitted by the Secreta 
of State of the State of Montana to the Senate and House of Represenatives « 
that Congress of the United States and to Senator James E. Murray and Mik 
Mansfield and Represenatives Lee Metcalf and Wesley A. D’Ewart. 

Mr. TraverMAN. In closing, I will state that so far as the lead and 
zinc testimony which was presented here today, especially by Mi 
Day and Mr. Schwab and some of the others, we have nothing to add 
to that. We just say “me too” so far as Montana is concerned. W: 
think the stabilization of the base metals is a big problem. We think 
it should be carefully worked out. I have heard some good solution 
offered here tod: ay, and 7 that orn is done about it. 

We all realize that Pie ‘ fs still : young country, full of youn 
people and full of young ee In the _ in these metals prices 
and in a lot of other things, we have always had the pendulum swin 
first to one side and then to the other. Through the efforts of this 
committee and those that are here today, for heaven’s sake let’s bring 
that pendulum back to swing at the middle. 

Mr. Rrentman. Do you have any questions, Mr. McCulloch / 

Mr. McCutxocn. I would like to ask a couple of questions. 

Has our gold supply been dwindling in the last year? 

Mr, TRAUERMAN. It goes up and down. Yes, I think it is off about 
a billion dollars. I am not certain on the figures. My guess would 
be somewhere around a billion dollars, because it has been purchased 
abroad. 

Mr. McCutsocuw. Who has been purchasing it ¢ 

Mr. TravermMan. England, and I think Greece has purchased 
some. I think England has been the biggest purchaser. 1 don’t 
remember the figures. ayocly somebody else here has them. 

Mr. McCutziocu. How are they paying for it? 

Mr. Traverman. With merchandise, usually. Or take the tourist 
trade. They leave American dollars. It is a big source of incom: 
in Europe, especially during the summer months. I think last year 
it amounted to over half a million dollars, the tourist trade. They 
leave the paper dollars over there and they purchase gold with them 

Mr. MeCurtocn. I have one other question: I am advised that 
the price of lead from mid-1942 to 1945 was about 614 cents a pound. 
Is that right? n 

Mr. TraverMan. Well, that was an OPA price. That was estab 
lished by the Government. 

Mr. McCutxiocnu. I understand that. 

Mr. TraverMan. Then they had the premiums on top of that. 
premiums went on in February 1942. 

Mr. McCutiocn. How a did they amount to on the average? 

Mr. Traverman. Well, I don’t know just what they did amount to 
on the average. They had all different kinds of sliding-scale pre 
miums. First, they started with an A, B, and C premium and then 
I know they had the premium on copper where a had a floor 
price of 1214, cents and some of them got as high as 32 cents a pound 
for it 

Mr. McCutitocn. What was the highest price that was received 
by producers of lead, for instance, during this period, taking into 
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onsideration these premiums, A, B, C, or any others that might have 
heen added ¢ 

Mr. Traverman. That I don’t know, because they were not pub- 

shed. There was a résumé article in the Engineering Mining 
Journal by Jesse L. M: aury of Butte, who at ove time was one of the 

\dministrators of the premium price plan, which I have in my files. 
| think he covers it in there. I would have to tax my me mory pretty 

rd for that. I know he made the statement at that time that in 

ler to break even, the lead and zine producers sould have to re 

‘ive 17 cents a pound. 

Mr. McCutzocn. During that period. 

Mr. TraverMan. During that premium price; yes 
that. 

Mr. McCutitocu. The cost of production was not nea 
is it Is now, was it? 

Mr. TRaverman. No. They have steadily gone up. 

Mr. McCutiocn. Yet the industry tells us they could probably 
break even on a 1514-cent market now. That does not quite all add 
up to me. 

Mr. TrAveRMAN. I don’t know. I think these gentlemen here who 
have repre sented the industry certainly represented a cross section 
of it and know their business. 

We regard them very highly in mining circles and busit 
if they say they can get by on 1514 cents a pound as practically the 
embargo point, I would take their word for it. I don’t know. T am 
not in the lead and zine business. 

Mr. Patmer. Mr. Chairman, to correct the record, the adjusted 
base price is based on the 1514 cents plus the labor index figure. 

Mr. TrAverMaNn. The price is continuing to go up. 

Mr. Parmer. It will go up and down according to the economy of 
the country. 

Mr. TravermMan. If costs increase now, that means that the De- 
partment of Labor Index will go up, and that 1514 cent price will go 
up accordingly, as Mr, Palmer explained. But I would say if they 
say right now that 1514 cents is a figure, I will take their word for it 

Mr. Rrenuman. Any other questions, Mr. Hosmer? 

Mr. Hosmer. No que ‘stions. 

Mr. Rirutman. Let me say this to you, sir: I appreciate your refer- 
ence to my industry, but IT must not - the cable leave this room with 
any ideas that you can close down the baking business and open it 
tomorrow, because the competition ees take your business away 
from you immediately. 

Mr. TraverMan. We never brought that in as a factor. We have 
that in the mining business, certainly, but that isn’t anything special 
that you have in your business. 

Mr. Rieu_man. I want you to understand that the small baking in- 
dustry has the same problem, taxwise, as the miner and every other 
industry in this country. 

Mr. TRAVERMAN. I really wish you better luck. 

Mr. Rreutman. Thank you. And we wish you better luck. 

Now we will hear from a few labor people. We will next hear from 
Mr. Moore. Identify yourself for the record. 
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STATEMENT OF WILLIAM MOORE, MINE STEWARD, MEMBER OF 
COEUR D’ALENE DISTRICT MINERS’ AND SMELTERMEN’S UNION 
LOCAL 18, INTERNATIONAL UNION OF MINE, MILL, AND SMELTER 
WORKERS 


Mr. Moore. My name is William Moore. My home is in eae 
Idaho. Iam a miner employed by the Day mines, producers of le 
and zine. I have been a miner most of my adi ult life in the Coeu 
d’Alene mining district. Two of those years were spent as a full-tim« 
local union official. 

would like to tell this committee something of the situation whi 
exists in our mining district, something of the impact which th 
present lead-zinc market crisis is having on the miners and the com 
munity in which I work. 

We get this figure from those men in the bargaining unit. There 
are probably more than Mr. Day testified this morning. In the Day 
Mines, for example, there are 216 men presently employed. In Janu 
ary there were 308. This means that nearly a third of the men em 
ployed in January have been laid off—92 workers to be exact. 

Similarly with other properties [ know about. In January the Gol 
conda mine employed 29 workers. Today, it employs 25. There ar 
only 12 workers left. at the Hull lease out of 22. And operations hav 
been cut back there from 6 to 5 days. There are 5 out of 15 left at the 
Coeur d’Alene mines. 

And in one of the district’s largest operations, Sunshine mines, 
there are only 400 workers out of 500 left, a 20-percent reduction. 

Now this is only part of the picture in the Coeur d’Alene distric 
the part I know most about. My union brothers will testify about th: 
i uations at other properties—the general picture being substantially 

le Same First came the falling lead and zinc prices, the more tha 
1 layoffs 1 in the Coeur d’Alene district, then the fears of depressic l 
nadequate unemployment compensation, and now hardship. 

That is the workers’ picture. But the lead and zinc crisis is like 
a horrible plague—creeping paralysis. The workers and their families 
feel it first, of course, as they always do in a slump or any depression. 
But the rest of the community is not immune. Business has slowed 
down in the Coeur d’Alenes, in Kellogg, in Wallace, in Osburn, in 
Mullan, in Smelterville, and other towns and communities of our 
district 

You see, it isn’t only the loss of income being suffered by the unem- 
ployed workers. It is also the fears and the cautions which any situa- 
tion like this generates. This is a closely integrated mining district. 
It is impossible to insulate events at one mining property from 
another. 

So a worker still employed looks fearfully at his 500 unemployed 
brothers, and still others whose take-home pay has been decreased 
by cutbacks. We know that their hardships are not to be isolated 
cases. He sees himself in their shoes. In short, he knows another 
slump in this industry has begun. He has several children, let us say, 
and he wonders how he can feed, clothe, house, and educate his family 
on $25 a week unemployment compensation. 

So he does the logical thing. He cuts down as much as possible 
on the family spending. He and his wife abandon any ideas of a new 
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ir. They need a refrigerator, but shudder at the thought of being 
stuck with payments for 18 or 24 months when the following week 
may bring joblessness and hardship and mounting debts. 

Consequently the business people of our communities in the Coeur 
d’Alene mining district are suffering from a loss of business far beyond 
the mere shutting off of income for 500 unemployed workers. We 
know this because we have talked to merchants and other in the 
ommunities. 

What has hit our district because of unstable lead and zine mar- 
kets, therefore, is a lump. And since the Coeur d’Alene district, like 
so many other mining towns, is a one-industry area, the fears engen- 
dered by even the first slgns of recession are intense. A mass sense 
of insecurity and even uncertainty has gripped our communities. And 
those fears are not unfounded. ‘There have been other lead-zine crises 
in the past. 

Perhaps that is why more than 100 labor, business, civic, and public 
figures gathered a week ago tonight in the Shoshone County Court- 

ouse in Wallace, determined to take some actions to save our com- 

iti It was a real, old-fashioned “townsmeeting” in the best 

ions of the American people, seeking redress from their 
Government. 

With your permission, I would like to read the conclusions which 
the participants in that community conference reached. Incidentally, 
it was our union which sponsored the conference. ‘The resolution 
adopted reads as follows: 


Whereas the economic life of this historic mining district is seriously en 
dangered by the chaotic condition of the lead and zinc markets. The prosperity 
ind well-being of our several communities are threatened. The crisis with 
which the Coeur d'Alene district is confronted is duplicated in scores of other 
one-industry towns whose economy is dependent upon stable employment in the 
metals industry. Such a crisis can be characterized only as a national emergency. 
lo meet this severe situation, emergency measures are needed 

Our presence at this communitywide conference to discuss ways and means 
of meeting the lead and zine crisis indicates clearly our unanimous belief that 
this is a problem for the entire commuvity—not for just the workers who already 
have been laid off and the thousands more whose jobs are threatened. This 
is our Common problem—workers, business people, civic groups, religious groups, 
public officials, and professional people. Our common security and happiness is 
at stake. 

In this conference tonight we haye discussed this common problem. We 
have submerged our differences in order to find the widest area of government 
on how to cope with the crisis. 

Now, therefore, be it resolved: 

1. That this communitywide conference of trade unionists, merchants, public 
officials, and civie leaders urges the immediate formation of a community 
committee to lead the campaign that will be necessary to ease the lead-zine 
crisis. 

2. That we call upon the Idaho delegation in Congress to work diligently for 
legislation that will help save this community and others dependent upon full 
employment in the lead-zine industry. 

That we urge all community groups and leaders to attend the hearing on 
April 27 in Spokane, Wash., of the Select Committee on Small Business of the 
House of Representatives. We further urge them to impress upon the Con- 
gressmen conducting that hearing the seriousness of our problem and this neces- 
sity for early and decisive Government action. 

4. We urge Governor Jordan to lend his good offices toward having the lead- 
zinc situation brought to the attention of proper authorities in Washington. 
We particularly urge him to attend the governors’ conference called by Presi- 
dent Eisenhower in Washington for May 4 and 5 and to join with the governors 
of other States in impressing upon the administration the necessity for remedial 
action by the Government. 
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5. We eall upon the mayors of our communities to proclaim a special day 
this week during which petitions prepared by a communitywide committee 
will be cireulated in public places which will call upon our congressional 
delegation, our governor, our State legislators, Chairman William 8. Hill, of 
the House Committee on Small Business, and President Eisenhower to enact 
an emergency program to help remedy the lead-zine crisis. 

6. Finally, we urge all civic, business, fraternal, church, and labor groups 
n the district to select representatives to the communitywide committee pro- 
posed in this resolution. 

And be it resolved further that copies of this resolution be sent to the press, 
radio stations, our congressional delegation, Governor Jordan, Congressman 
Hill, and President Hisenhower. 

As we say, Mr, Chairman, we regard this lead-zine situation as a 
national emergency. And emergencies can only be solved with emer- 
gency measures. We think our union’s program contains the basis 
for solving the crisis in this important and basic industry. We urge 
your favorable consideration of that program. In any event, we 
urge you to take action and to bring this situation to the attention 
of our Congress for its early decisive action. 

Thank you. 

Mr. Rreniman. Mr. McCulloch, do you have any questions? 

Mr. McCutxocnu. No. 

Mr. Rreutman. Mr. Hosmer? 

Mr. Hosmer. Do you favor or not favor the proposition of special 
tax treatment to industries such as the mining industry, where we 
have particular reasons for it such as have been advanced today ¢ 

Mr. Moore. Well, my whole testimony, and I came down prepared 
to testify, was on conditions likely in our area. I think anything of 
a national scope should be answered by our western vice president, 


Mr. Larson. He is more competent to answer it than I am. 

Mr. Hosmer. Thank you. 

Mr. RreatMan. We will hear one more labor man and then we will 
go back to the other group. 

Who is next? Mr. Maness? 


STATEMENT OF PAUL MANESS, VICE PRESIDENT, COEUR D’ALENE 
DISTRICT MINERS’ AND SMELTERMEN’S UNION, LOCAL 18, INTER- 
NATIONAL UNION OF MINE, MILL, AND SMELTER WORKERS 


Mr. Maness. My name is Paul Maness. My home is in Kellogg, 
Idaho. I ama miner employed at the Bunker Hill mine. I am also 
vice president of Local 18 of the Mine, Mill, and Smelter Workers. 

As this committee well knows, the Bunker Hill operations are the 
largest in the Coeur d’Alene mining district. In January of this 
year there were 1,777 workers employed | yy the various Bunker Hill 
and Sullivan operations. Today there are approximately 200 fewer 
employees. One entire section, the Upper Bunker, is closed down, 
as well as all tailing operations. These layoffs and more than 300 
others in the Coeur d’Alene mining districts can be directly attrib- 
uted to the present markets crisis in the lead and zine industry. 
The specter of further layoffs, cutbacks, and shutdowns haunts us 
constantly. 

Five hundred fewer jobs in the district, in terms of loss in wages 
and purchasing power, means a loss of $200,000 a month, or $214 mil- 
lion per year. It means a reduction of more than 10 percent in the 
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total employment and payrolls of the mining industry in our district. 

In individual, human terms, the layoffs mean complete stoppage 
of income, except for wholly inadequate unemployment compensation. 
It means loss of possessions and homes. It means the uprooting of 
families. 

Make no mistake about it, the present condition of the lead and zine 
markets constitutes a crisis—not only for smaller mine operators, but 
for the workers in the industry. It is the workers who feel the first, 
awful impact of an economic slump. 

The larger mining companies, with their huge reserves of profits 
of boom years, can weather any economic storm that assails our indus- 
try. Special ‘Government handouts to these larger, monopoly cor- 
porations, special tax considerations, and the ability to sit and wait 
for more favorable conditions—these resources should be contrasted 
with the resources of the workers. 

We have no large reserves—not only because our wages are inade- 
quate, but because of the unreasonable and unfair taxes which make 
it impossible for a working man’s family to put anything aside for 
the proverbial rainy day. 

So it is our earnest plea to this congressional committee that in 
weighing steps to be taken to alleviate the crisis in the lead and zine 
industry, is keep in mind that the first casualties of the crisis have 
been the workers and their families. And keep in mind, too, that the 
economic calamity among the workers in the Coeur d’Alene mining 
district has spread now to the rest of the community, and is doing 
considerable damage to small business. 

Our union’s major purpose, of course, is to protect the living stand- 
ards of our members, the men and women who are employed in the 
metal mining industry. That is why we include as an integral part 
of our program to alleviate the lead-zine crisis certain concrete steps 
that recognize the particularly acute effect that the chaotic metals 
market has on the economic and family life of the working people 
in the industry. 

That is why an important plank in our union’s program is a wage 
increase. The cost of living, after an infinitesimal drop, has climbed 
again. And if we are to protect the workers, to give them some sort 
of cushion for the slump, we must increase their income. I would 
point out to this committee that Coeur d’Alene workers still have not 
received the 1952 wage increases which was won by the workers in 
the rest of the industry last yea 

That is why, too, that we aah for legislation to provide unemployed 
lead and zine workers with direct Federal assistance over and above 
the present unemployment compensation standards. It is not neces- 
sary to tell this committee that unemployment compensation in Idaho 
and other metal mining States is wholly inadequate and does not even 
begin to enable a worker's fi amily to weather an economic storm. 

‘And that is why we call for immediate congressional action to lower 
income taxes on workers, and in particular, action to increase personal 
income-tax exemptions to at least $1,000. The average employed 
worker in this industry pays about 27 cents per hour in direct payroll 
taxes alone. 

Our union is encouraging Federal relief for a stricken lead and zine 
industry. But we think that this relief should extend beyond mere 
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assistance to small mining operators. If it is just to provide relief to 
stricken mine employe .rs—and we say it is—then it is also just to give 
emergency financial assistance to the stricken workers. Further, if our 
Government can give handouts to metal monopolies to develop lead and 
zinc mines abroad, whose imports are the major cause of the lead-zine 
crisis, then our Government will have to recognize the responsibility 
it has to the men and women thrown out of work because of the sul 

sequent result of the handout-for-import production. 

Why, we ask, is it any more fantastic to give direct Federal assist 
ance to workers thrown out of work in this crisis than it is to use the 
workers’ tax money to develop foreign holdings of American corpora 
tions that result in the unemployment of workers in the Coeur 
d’Alenes? 

[ think you can see the logic of our position. Our union urges this 
committee to help enact emergency legislation that will alleviate the 
present situation. 

Thank you very much for the time you have allotted me. 

Mr. Ru HLMAN. Mr. MeCulloch, do you. want to ask questions ¢ 
Mr. McCu.tocn. No questions, Mr. Chairman. 

Mr. Rrmentman. Mr. Hosmer / 

Mr. Hosmer. No. 

Mr. Rieutman, Mr. James! Identify yourself, please. 


STATEMENT OF FRANK JAMES, CONDUCTOR, COEUR D’ALENE DIS- 
TRICT MINERS’ AND SMELTERMEN’S UNION LOCAL 18, INTERNA- 
TIONAL UNION OF MINE, MILL, AND SMELTER WORKERS 





Mr. James. Mr. Chairman, my name is Frank James. I live in the 
Pine Creek area of the Coeur d’Alene mining district. I am employed 
at the Sidney mine. I am also the conductor of local 18 of the Inter- 
national Union of Mine, Mill and Smelter Workers. 

I would like to inform this committee that the Pine Creek opera- 
tions in the western end of the Coeur d’Alene mining district are 
among the hardest hit by the crisis in the lead and zine industry. 
Mascot mines, for example, have five workers today, whereas in Jan- 
uary the employment figure was 38. Highland Surprise has laid off 7 
workers and now has a new low on the payroll of 33. Nabob has laid 
off all but two workers. Ten out of eighty workers have been laid off 
at the Sidney. Spokane-Idaho has laid off 60 workers. Twenty-seven 
workers have been laid off at Sunset Mineral. John George has cut 
back from 6 to 5 days a week. 

Most of the Pine Creek properties have stopped actual production 
of ore and are engaged in expensive development work and mainte- 
nance. The Sullivan zine plant has been depending on Pine Creek 
mines for much of its ore. It is obvious to the most casual observer 
that if these small mine operators are not given immediate assistance 
they will be forced to abondon their operations entirely. What this 
would do to the resources of our country is easily understandable. 

Already the Pine Creek area of the Coeur d’Alene district is as- 
sailed by a terrible economic slump. Already, there is considerable 
hardship in the area. I hate to even think about what will happen 

there as the situation grows worse as it surely will if our Government 
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loes not recognize it as an emergency and take emergency steps to 
vercome it. 

It is common knowledge in Pine Creek now that the small operators 

ere have been merely hanging on, hoping and praying that the Gov- 
‘mment would step in and save their businesses from disaster. Com 

any wise, it is the small operator who is taking the brunt of the slump. 

We know he can’t go on much longer. Drastic emergency legislation 
; long overdue to assist him. We have it from authentic employer 
sources that without remedial legislation every small operator in our 
listrict will be shut down in 60 days. 

But it will not be the small operator alone who suffers in the Pine 
Creek area. We Pine Creek workers are a homeowning group. We 
ave our little patch of land, our houses which many of us built with 
uur own hands. - Most of these houses were built in the last few years. 
We have a community in which we have invested hard-earned money 
1oney Which we can never recover if the economic backbone of our 
ommunity, the lead and zinc mines, are forced to shut down. Our 
omes aren’t even paid for. Westand to lose everything. 

What will happen is that many of the Pine Creek mines will be out 
‘f production forever, a shameful waste of valuable natural resources 
vhich would be unvailable to our national economy in case of future 
nergency. 

And the workers in the Pine Creek area are being forced to sell their 
1omes at whatever price they can get for them. ‘They are being forced 
toevacuate the area. They will be forced to leave the industry. 

And it takes a long time and costs a lot of money to train metal 
niners. ‘To waste such manpower, to drive skilled miners from the 
ndustry, would be the worst sort of extravagance and irresponsibil- 
ty. It would be economic anarchy. 

As we look at the situation, and from our knowledge of parallel 
ituations in other lead-zine communities, Congress must treat this 
risis not as some unfortunate development of localized soft-spot in 
the economy, but a dangerous emergency, national in scope and 
consequences. 

It is obvious that two kinds of action are necessary : 

1. Immediate. emergency legislation to stabilize metal prices and 
production. 

2. More basic legislation designed to cure the situation and to pre 
vent complete and ultimate collapse. 

We wish to impress upon this committee that some program by Con- 
gress and the Federal Government is necessary. And you may rest 
assured, gentlemen, that this union, which was born 60 years ago in 
the Coeur d’Alene mining district, stands ready to support any and all 
moves to get the small operators back on their feet and protect the jobs 
and living standards of the people who are utterly dependent on the 
metal mining industry. 

I thank you. 

Mr. Rrenuman. Thank you. 

Mr. McCutiocn. No questions. 

Mr. Hosmer. No questions. 

Mr. Rreutman. Mr. Taft? Identify yourself for the record, please. 
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STATEMENT OF JACK TAFT, MEMBER OF LOCAL 515, INTERNA- 
TIONAL UNION OF MINE, MILL AND SMELTER WORKERS, 
METALINE, WASH. 


Mr. Tarr. My name is Jack Taft. I am a member of local 515 of 
the International Union of Mine, Mill and Smelter Workers. My 
home is in Metaline, Wash. I am employed in the American Zinc 
Grandview mill. I have worked there all of my adult life. I was 
raised in the area. 

I would like to submit my testimony about the impact of the lead 
and zine crisis in our part of eastern Washington. This affects not 
only the Grandview mine, but also our members in the Pend Oreille 
mine. 

At Pend Oreille at the present time there is a working force of 135 
men, whereas a year ago there were 225. This means that 90 workers 
have been laid off. 

At Grandview the working force today is 66, whereas a year ago it 
was approximately 125, a |: vyoff of ap proximately ! ‘) men. 

There is a unique feature of the layoffs in our district that should, 
we think, be considered by this committee. That is the fact that these 
mines I speak of are probably the most highly mechanized metal 
mining operations in the country. Despite the saving in operation 
costs, these mines still face a serious setback at shade metal prices. 
More workers still face a loss of their jobs. 

Even without further layoffs, the impact of the present price crisis 
on our communities is extremely severe. At least a third of the laid 
off workers have already left the area. The industry is losing their 
skills forever. 

About 70 percent of the workers in our area are buying their own 
homes. Unemployment is causing many to lose their houses. Others 
face the loss of them in the near future. 

The business people of our community have told us that they are 
suffering a decided decline in sales. Some businessmen are either 
shut down or threatening to. 

One point of our union’s program to alleviate the situation, Mr. 
Chairman, is the enactment of a public-works program. This, we feel, 
would not only provide a tremendous domestic market for nonferrous 
metals, but would generally aid in preventing unemployment. The 
truth of this position can be found in the fact that the construction of 
the Box Canyon Dam has provided jobs to quite a few laid-off lead 
and zine workers, thus lessening the impact of the layoffs on our com- 
munities. Were it not for this huge Government project the situa- 
tion would be very much worse. The dam has taken up considerable 
of the slack, as it were. . 

Our local union is very much concerned about the total picture, Mr. 
Chairman, and we urge this congressional committee to give ser- 
ious consideration to our recommendations here today. 

Thank you. 

Mr. Rieutman. Thank you, Mr. Taft. 

Mr. McCutiocu. Mr. Hosmer? 

Mr. Tarr. I might also mention that we do have 1 mine in the dis- 
trict that is completely shut down. They have completely stopped 
their operations. 
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Mr. Rrenitman. Mr. Larson? Will you identify yourself for the 
record, please. 


STATEMENT OF ORVILLE LARSON, VICE PRESIDENT, INTERNA- 
TIONAL UNION OF MINE, MILL AND SMELTER WORKERS, MIAMI, 


ARIZ. 


Mr. Larson. Mr. Chairman and members of the committee, my 
name is Orville Larson. I am vice president of the International 
Union of Mine, Mill and Smelter Workers. My home is in Miami, 
Ariz. I want to thank the committee for this additional time, even 
though I have already testified at length in Denver. My purpose here 
is not so much to repeat anything I have already said or to even offer 
additional testimony. Rather, in the context of testimony presented 
by our members from Northwest local unions, there may have been 
many questions raised, about which the committee members might like 
to interrogate me. At any rate, because of the complex testimony of 
fered here on the situation in the Northwest, I thought it necessary to 
summarize the testimony of our various witnesses so that it appears 
in the committee’s record as an integrated whole, presenting an entire 
picture of the impact of the lead and zine industry crisis up here 
us we know it, 

The main fact brought out by our witnesses today , of course, is that 
the chaotic conditions of the lead and zinc markets hase resulted in 
layoffs and cutbacks in the lead and zine operations of the Northwest 

Between 500 and 600 workers already have been laid off in the 
Coeur d’Alene mining district, for example. This has brought a 
decline in purchasing power in that district of $214 million a year. 

We have described what this means in human terms—the story of 
unemployed miners trying to support families on tragically inade- 
quate unemployment compensation, the story of lost homes and pos 
sessions, the story of skilled miners being forced out of the industry. 

We have described the condition that exists today among the small 
mining operators. We have told how they most certainly will be 
shut down within 2 months even at present lead and zine prices. We 
have tried to indicate, too, the danger which threatens to take these 
mines out of our national economy forever. We have told of similar 
situations in the Northwest. 

I would like to insert here a word about the Howe Sound mining 
operation at Holden, Wash., where a permanent shutdown is threat- 
ened because of falling metal prices. In the past year or so, the work- 
ing force at this mine has been cut almost in half. The laidoff miners 
ure family men who are buying their own homes in a company-owned 
town. There is no other industry at Holden. It is an isolated com- 
munity, cut off even from auto transportation. 

Falling metal prices will reck this community unless some Federal 
relief is forthcoming. 

We have described here the concern with which entire communities 
regard the present situation. We have told you of the fears of small- 
business men and civic groups. We have reported here the unity of 

various community forces who are determined to save their towns and 
villages from ruin. 





356 PROBLEMS IN THE METAL-MINING INDUSTRY 


And we have told you that all of these forces and groups are of on: 
mind—that the Federal Government is the only agency capable of 
bringing adequate and proper emergency relief into the picture. 

We have said, Mr. Chairman, t that we have a program which we 
think will meet this crisis, but we have tried to indicate, too, that we 
do not consider ourselves infallible; we are not disposed to be hype 
critical of other proposals. Each group, of course, advances a program 
most nearly representing the needs and thinking of its own people. 
Our program, we think, will not only be of benefit to our union’s mem 
bers, but will also be of benefit to the small operator and our communi 
ties as a whole. The important thing, however, is to get action— 
quick action. The workers, the industry, and the communities are 
demanding action. 

I would like to say a word or two about our support of S. 1539 
introduced by Senator James Murray of Montana. I have already 
described why we are supporting this bill, with proper amendments, 
and don’t propose to burden this committee by repeating those reasons. 

Anticipating any questions about the justice of Government sub 
sidies for nonferrous metals, let me remind you that the principles of 
subsidies to operators in this industry is already established. The 
large, monopoly operators already get them in the form of handouts 
for development and production in new foreign and domestic opera- 
tions. What the Murray bill proposes to do, however, is to extend 
Government aid to the operators who need it most—the small operators 
who at this moment face extinction. 

Secondly, we have in this situation the necessity to maintain an 
industry. We have passed the time when we can any longer debate 
whether such aid is necessary. Either the Federal Government steps 
in and does something or the lead and zine industry, as we know it 
today, falls apart. The consequent loss to the Government and the 
people of natural resources and productive capacity is too staggering 
even to contemplate. 

Government aid in this situation will not mean favoring one industry 
against some other. First of all, let me remind you that other, less 
essential industries, already receive such aid. But the important thing 
is that Government aid to les id and zinc at this time means maintaining 
the industry; it means saving an industry from disaster; it means 
prevention of a loss of natural resources and metals productive ca- 
pacity that it would take years and years to overcome. 

Lead and zine mines are not something that you can walk away 
trom. We either keep them running or we give them up. It is not like 
shutting down a plant until more favorable market conditions arise. 
Metal mines have to be maintained or abandoned. 

‘That is why we think such legislation as 8. 1539 fits the bill. 

Our local unions in the Northwest, as everywhere in the country, 
are solidly behind our union’s program to meet the crisis in the lead- 
zine industry. Perhaps this is because the program was born in the 
local industry. Perhaps this is because the program was born in the 
local unions. It found national expression in this union’s mining, 
smelting, and refining conference held last month in the city of Denver. 

Its three main elements are: (1) Relief of the workers in industry; 
(2) relief of the industry itself, and (3) expansion .of metals markets 
through public works and broader world trade. 
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We earnestly believe that the key elements of our program provide 
, many-sided solution to the proble: m we face. They are elements that 
constitute recognition of the necessity to provide both emergency and 
long-range solutions to the metals situation. 

The Murray bill is only one part of that program. The other ele- 
ments are: 

Relief of the lead and zinc workers through a law to provide 
direct Federal aid over and above ordinary unemployment compensa- 
tion, through an immediate and substantial wage increase to workers 
still employed in the lead-zine industry, through a reduction in the 
fantastic income taxes which workers are forced to pay these days, and 
through an increase in personal income tax exemptions to $1,000. 

2. Increase domestic consumption of nonferrous metals through leg- 
islation for a sizable public works program, including river valley 
development, such projects as the Hell’s Canyon Dam, schools, hos- 
pitals, highways, and rural electrification. Each of these works would 
consume gigantic amounts of lead and zine and would provide a much 
need domestic market. 

[If the stress of the cold war is eased we wonld increase foreign con- 
sumption by lowering our modifying barriers which now block trade 
between the eastern and western halves of the world. 

As do all Americans, we in the Mine, Mill and Smelter Workers 
fervently hope that the news dispatches of recent weeks are evidence 
that we may be entering a new period in which the tensions of the cold 
war will be lessened. Need I re peat here that such a situs ition would 
reopen huge markets abroad for the consumption of lead and zine. 
That this opinion is general among business and labor alike is seen in 
this news item which appeared recently in the Financial Post, ex- 
tremely conservative business organ in Ottawa, Canada, and I quote: 

Peace could open new markets. In all this speculation of what may follow 
the sudden ending of the present cold war, one very important point is being 
overlooked by those who seem unable to lift their eyes from the ticker tape. 
This is revival of oriental trade. 

Across the Pacific there are hundreds of millions of people who could provide 
a market for every pound of surplus goods this continent might produce. Peace 
real peace—could open that market, not overnight of course, but in a relatively 
short time. Without peace, however, there isn’t a chance of getting it at all. 

This new trade, moreover, would benefit most those very areas which would 
be among the first to feel any easing of the present tension. In no part of the 
continent today does defense work bulk more largely than along the west coast 
from Washington and British Columbia right up to and including Alaska. Here 
in addition to heavy defense purchasing of metals, timber, food, aircraft, and 
other materials, there are huge military and naval commitments as well as most 
of the shipping for the actual war front in Korea. 

Because it is closest, it is this region with its minerals, timber, fish, and man- 
ufactured goods that would gain first and foremost in any revival of trade with 
Asia. And it is this region, too, that is in most need of world markets today. 

That is the end of the quotation. 

I might say the Financial Post is almost identical in Canada with 
the Wall Street Journal in the United States of America. 

There it is, gentlemen, the opinion of one of the most respected 
voices of big business. May I as the officer of one of the oldest and 
most. militant unions in America say, “Amen.” 

Mr. Riewntman. Mr. McCulloch, do you have some questions? 

Mr. McCuttocn. No, sir. 
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Mr. Hosmer. Mr. Larson, getting back to my question previously 
asked relating to the special tax treatment of the mining industry, 
what is the attitude of your union relative to that / 

Mr. Larson. Congressman, I am no expert on it. I can give you my 
own personal opinion. I would say that the large corporations in this 
industry are very well taken care of under the present laws. I think 
that the smaller operators here, the people who testified here today 
most certainly are entitled to some consideration on their tax problem. 

Mr. HosMER. In other words. what is good for the business is good 
for the employees because the business has to keep going in order to 
employ the people? 

Mr. Larson. Yes. And I think these smaller operators have a real 
problem there. 

Mr. Rreni~man. Mr. Counsel 

Mr. Hinton. No questions. 

Mr. Rrerman. Thank you, Mr. Larson. 

Is Mr. John N. Mattmiller here? Please identify yourself. 


STATEMENT OF JOHN N. MATTMILLER ON BEHALF OF THE 
KELLOGG CHAMBER OF COMMERCE, KELLOGG, IDAHO 


Mr. Marrmitier. My name is John Mattmiller. My business is in 
surance and real estate. 1 am here today as a representative of the 
Kellogg Chamber of Commerce. I didn’t have anyone to write a 
speech for me, so mine will be offhand. 

There are about three points I would like to bring out to you gentle- 
men. In our Coeur d'Alene district, we have approximately 25,000 
people. Out of the 25,000 we have approximately 5,000 employed by 
the mining companies. 

The mining operators you have heard from, especially some of the 
smaller ones here, expressed concern over their miners, over their 
people that they have employed. The thing I wanted to point out 
is that our entire community is absolutely and completely dependent 
upon the mining industry. We depend on the mining industry en- 
tirely for our life’s blood. Our little community up there has’ been 
built on, I think, a sound foundation. The mining companies have 
cooperated with business. We have, in Kellogg, just recently under- 
gone a complete school reorganization. They are doing the same in 
Wallace. 

We have enjoyed several new businesses in the past years, and 
several business expansions. I think that I can firmly speak for small 
business because any business we have up there is small business. 

Without the mining companies being able to operate at a profit, 
we will have a ghost community. These of us in Shoshone County 
are familiar with ghost communities. We have a couple of ghost 
towns close to us, They are ghost communities mainly because they 
have run out of ore. It is my understanding that there are more 
known ore reserves in lead and zine tod: ay than there have been at any 
time in our past. You have heard what must be done to reopen a 
mine. I wonder if there is any way to reopen a business that has gone 
broke. ‘That is the thing that we are interested in. 

Among our small- business men you have some people who do a lot 
of thinking, and I think probably good, sound thinking. Our Kellogg 
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hamber of Commerce went on record as favoring the Simpson bill. 

lhe reason given for our favoring the bill was that it is based on a slid- 

ng scale import rather than any taxation for premium price supports. 
\Ve are probably opposed to stockpiling as anything other than a tem- 
porary measure, because, after all, that is one of the things in our 
opinion that hurt the lead-zine industry in the past year. As a result 
of stockpiles being dumped back on the market. I think that is all 
I have to say, except that it is mighty encouraging to know our Gov 

ernment does have enough interest in small business to conduct such 
hearings as this. 

Thank you. 

Mr. Rirutman. Do you have any questions, Mr. MeCulloch ? 

Mr. McCunzuocn. Yes, I have a couple of questions. 

The stockpile dumping on the trade in America did not come from 
the American stockpile, did it, last year? 

Mr. Matrmitier. Of course, I am not a mining man, but as I under- 
stand it was from Great Britain’s stockpile. We do believe this, that 
any stockpile made in America will eventually have to come back on 
the market. 

Mr. Rreuiman. Mr. Hosmer? 

Mr. Hosmer. The business level in your community of Kellog; 
prior to Korea was increased by Korea, was it not 

Mr. Matrrmitier. Not terrifically so. That is, our business level. 
As I mentioned before, I am in the real estate business. Today in 
Kellogg and, for that matter, in the county, we have more houses, 
more rentals, available than at any time that | have known in the 
country. 

As somewhat of a reasoning for that, our miners, our mining men, 
they seem to see the handwriting on the wall. A lot of them are leav- 
ing our community, quitting their jobs to find jobs elsewhere, before 
they get laid off. 

Mr. Hosmer. May I ask this: How many housing units have been 
placed in your community since Korea ¢ 

Mr. Marrmityer. It is very minor. It has been individual. There 
have been no housing projects as such. 

Mr. Hosmer. I don't mean that. I mean places to live, homes built 
by people, and so forth, for their own use. 

Mr. Marrmitier. I couldn’t give you an accurate guess on that, 
necessarily. f 

Mr. Hosmer. Has it been more than the normal increase or less ? 

Mr. Marrmitier. No, it has been right about normal. 

Mr. Hosmer. Kellogg has been a growing community, has it not? 

Mr. Matrmituer. Yes. The growth has not been fast. It has been 
over a period of years. I think over any period of years the growth has 
been pretty much the same. 

Mr. Hosmer. The pr Korean situation was fairly satisfactory ? 

Mr. Marrmiturr. Yes. 

Mr. Hosmer. Thank you. 

Mr. Rren_mMan. Any other questions, Mr. Counsel ? 

Mr. Hinvon. No questions, sir. 

Mr. Rrenuman. Thank you very much. 

Is Mr. Burchill here? Will you identify yourself for the record, 
please. 

34376— 
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STATEMENT OF ARTHUR W. BURCHILL, EXECUTIVE SECRETARY 


WASHINGTON STATE INDUSTRY UTILIZATION COMMITTEE, 
SEATTLE, WASH. 


Mr. Burcum.. My name is Arthur W. Burchill. I am the execu- 
tive secretary of the Washington State Industry Utilization Commit- 
tee. For the information of this committee here, this Washington 
State Utilization Committee is made up of representatives of eight 
small-businessmen in the State of Washington, from the major indus- 
trial areas. The purpose of forming this committee was to do what 
could be done to establish new industry and expand existing industry 
within the State of Washington. Our interest stems from the fact 
that it was recognized in 1952, the forepart of 1952 when the committee 
was established, that too much of the economy of the State of Wash 
ington was based upon the defense mobilization economy. 

To prove my particular point, I would like to have permission to 
read to you an article which appeared in the Seattle Times on Friday, 
April 24, 1953. The headline of the editorial reads as follows: Home- 
front Problem When Fighting Ends. 


While there is no certain prospect of a truce, an armistice or peace in Korea 
or other Far East centers of discord, the recent behavior of the Kremlin poten- 
tates has provoked anxious thinking in Washington, D. C., on new problems 
which the cessation of hostilities across the Pacific will create. It behooves 
Seattle to do some serious thinking along that line, too. 

Reminder of this is provided by the United States Department of Labor. 
According to that agency, sums expended in this State by the Federal Govern- 
ment last year for construction contracts amounted to 5.6 percent of all Federal 
construction expenditures. The State of Washington ranked fourth among all 
the States in the distribution of Federal money for construction purposes. 

The extent to which Seattle and the surrounding area has become dependent 
on Uncle Sam’s defense preparations is something to ponder. The Boeing pay- 
roll and those of other plants turning out defense equipment are instances that 
come readily to mind. Activities of the Puget Sound Naval Shipyard at Brem- 
erton, the large payrolls of the Atomic Energy Commission’s works at Hanford 
and in Idaho, the military shipping from the Seattle Port of Embarkation are 
others. 

This thought is given emphasis by the loss in business to this community 
resulting from the transfer of the debarkation of troops for Korea from Fort 
Lawton to Fort Lewis, and by the prospective reduction in payroll of so rela- 
tively small an installation as the Sand Point Naval Air Station, 


I read that to you gentlemen primarily because the State of Wash- 
ington has an economy based upon extractive industries practically 
from the beginning of the territory. The industry utilization com- 
mittee realizes that until such time as we have a sufficient population 
growth in which we can consume our own manufactured products, 
we cannot become a major manufacturing area in the United States. 

That is primarily due to the fact that we are faced with the tremen- 
dous freight rate differentials that we cannot compete in other normal 
consuming markets other than those which we have immediately in 
our backyard. 

To further describe the problem for you, there is another article 
which appeared in the Seattle Times on April 24, 1953, and the head- 
line of that article reads: Capital Can’t Meet State’s Rising Economy. 

A tremendous industrial and economic growth in this State was predicted 


here today by Charles R. Sligh, Jr., president of the National Association of 
Manufacturers. 
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“Every week some 1,400 new people settle in Washington,” Sligh said. ‘“‘Indus- 
ry is going to have to provide jobs for them. It is estimated that for every 
1,000 new settlers in an area, an average of 300 jobs eventually are created. 

“This means each week the genesis of 400 new jobs in Washington.” 

Sligh said each week’s population growth requires an average of $5 million in 
apital investments to provide new job opportunities in the State. 

There is not sufficient capital available to do that job, Siigh said. 

That fact is responsible for Sligh’s visit here on a tour of the Nation. He 
s trying to sell the NAM’s policies of reducing taxes. 

‘“Today’s terrific taxes are draining investment capital away,” continued 
Sligh. “They must be reduced. If the present Truman lame-duck Federal 
budget were cut by $13 billion as suggested by the NAM, it would mean a $194 
million cut in costs of big Government just in the State of Washington.” 

Think of the number of new jobs $194 million could provide if used to build a 
greater Washington and America. 

I read that article, gentlemen, primarily, again, because I wanted to 
indicate to you that one of the things that we have to rely upon, again, 
is extractive investment of the State for our economy until such time 
as we can build an economy based on industrial manufacturing in 
which we can be our own consumers of the major product which we 
produce. 

Mr. Rreuitman. Any questions, Mr. McCulloch? 

Mr. McCutxocn. No, sir. 

Mr. Hosmer. No questions. 

Mr. Rreutman. Mr. Willard C. Rullman. Will you identify your- 
self for the record, please? 


STATEMENT OF WILLARD C. RULLMAN, ON BEHALF OF THE 
WALLACE CHAMBER OF COMMERCE, WALLACE, IDAHO 


Mr. Rutuman. My name is W. C. Rullman. I am not connected 
with the mining industry, but a merchant in the city of Wallace. I 
have been asked to appear before you and briefly state the crippling 
effects that slowdowns or work stoppages in our mines have on the 
Coeur d’Alene district. 

You are no doubt aware of the fact that in our district we are de- 
pendent upon the successful operation of our mines, as we do not have 
any other type of industry for our livelehood, to speak of, other than 
our lead and zine properties. In the last 2 months or so in which the 
prices of these metals have dropped to their present level, the volume 
of business in our establishments has declined from 80 to 20 percent, 
on which I will give you figures later. 

In Wallace and Kellogg « during our present period when the volume 
of business in general over the Nation is holding up well compared 
to last year’s figures i in the mercantile field, our records in this short 
period show a decline that, if continued for any length of time, will 
have a damaging blow to small business. Credit in our community is a 
necessity. In the present, as shown in the past under such as these 
conditions, merchants are forced to take writeoffs of accounts caused 
by persons leaving the district and seeking employment elsewhere. 

The merchants as a whole from the present work slowdown are doing 
their part to maintain employment by retaining employees that have 
been trained and who are hard to replace, even though the loss of 
volume and business is the difference between the profit and operating 
loss in dollars. 

Following are the figures compiled in the last few days or so from 
different types of retail trades: 
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Wearing apparel, such as operated by myself in both Wallace and 
Kellogg duri ing the period, have shown a loss of 14 percent. Furni- 
ture stores, 15 percent. Hardware, 9 percent. Groceries, 8 percent. 
Drugs, 12 percent. Retail transactions, 20 percent. Sales of homes 
at astandstill. Bank deposits have decreased. Bank collections show 
a decrease. Bank loans are holding up fairly well, but writeoff loans 
are expected if present conditions continue. 

Utilities report new installation of persons moving is down 3 
percent. Discontinued service to families moving out of town, 21 
percent. Collections written off nearly doubled of last year. Relief 
is asked of you gentlemen, if possible, to avoid what may happen if 
a solution is not forthcoming. Otherwise, small businesses of the area 
may stand to lose the small reserve they have built up in the past. 

Thank you. 

Mr. Rrewiuman. Any questions? 

Mr. McCutiocn. No questions. 

Mr. Hosmer. No questions. 

Mr. Hinton. No questions, 

Mr. Rrentman. Thank you very much, s 

Are there any other people present when we have not called who 


would hke to testify ? y 


STATEMENT OF THOMAS J. LENTEN, INDEPENDENT MINE OWNER, 
BUTTE, MONT. 


Mr. Lenten. I have not requested this committee for an opportunity 
to say a few words. 


Mr. Rrentman. Would you identify yourself for the record? 

Mr. Lenren. My name is Thomas J. Lenten, and I have a mine in 
the State of Montana. 

Mr. Rreni~man. Please sit down and address your remarks to the 
committee. 

Mr. Lenten. It seems to me, with the amount of testimony that has 
been offered to this committee, all of it directly or indirectly refers 
to one problem, and that is imports over and above what is consumed 
annually, or an annual basis. Therefore, it seems to me like we only 
have one problem, and that is to curtail the importation of lead and 
zinc. The only organization that the mining people can look to for 
that relief is the Government of the United States. Therefore, I 
would like to say that we believe that this committee in the interest 
of small business, and mining particularly im this instance, should take 
direct and immediate action upon the imports of lead and zinc, 
regardless of who is responsible for this excessive amount of metals 
now imported into the United States. 

We should not allow any organization to bny upon a British stan- 
dard-of-living basis and sell upon the An:cr'can standard-of-living 
basis. That is our trouble today. So, I have been an employer of 
25 men over 5 years. Today we are down to5 men. At the present 
rate, we will be down to zero. I know a lot of other people who will 
be in the same boat. It is the duty of the United States Government 
to curtail this importation against American invested capital in the 
mines of this country. It is not the duty of a certain group of people 
to dictate in Washington one program and in this meeting another 
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one. I am certainly p leased with the words that have been stated here 
by certain representatives of the mining industry. And I certainly 
feel pleased also that they are working more in harmony and unison on 
this program, this problem. 

However, there is an undercurrent of more or less propaganda a: ut 
there will be nothing coming out of this, that the Simpson bill will 
not be passed. Who is passing out this information and why lo. we 
have to have that kind of propaganda going among us/ Is foreign 
development and the production of lead more important than our own 
industry? I say not. I believe that those people who have used 
American funds along with their private funds, who are today not 
saying anything to this eee who make their statements in 
Washington to the proper ears, but here in this local area tl ey are 
not speaking oy because they dare not go on record, it is those people 
who import the bulk of these metals into the United States. They.point 
their finger at the Government in the past, but they themselves want 
the way opened to dump this lead on us. They want to buy on a low 
cost standard of living and they want to dump it on the American 
high-cost standard of living. 

I believe it is the duty of the Federal Govérnment to curtail. We 
don’t want to curtail all of it. We want the opportunity to receive 
these metals from abroad, just like it was intended, but I don’t think 
when that momentum has reached the point where it can go off on a 
tangent and ruin the basic background of American mining men. 

Mr. RisnHLMAN, Do you disagree with the figures t hat h » been 
given here with respect to the consumption in this country ? 

Mr. LENTEN. I certainly do not. These men have told the Story 
right, that we are producing one-third of the metal used 1 the United 
States. We are recovering one-third from scrap metal and importing 
one-third. But when that one-third woes overboard al d acts as a sur- 
plus, then it is time for the Federal Government to take action on it to 
protect us. I don’t care whether it is the Simpson bill, or whether it is 
done by allocation, or whether we just get hold of some of these people 
who are1 responsible for it and take them in tow. It Is jus st like the thief 
who robs the American home at night. We have a Government agent 
to handle them there. We shouldn’t bust up the American business 
because these people want to go off on a tangent just because these 
people are after the almighty dollar. 

Mr. Hosmer. You will notice that I have directed the questions to 
several witnesses about the situation immediately prior to Korea, and 
roca with reference to the lead and zine industry. In the year 
1949 alone, which appears to be a happy year insofar as the industry 
was concerned, one-third primary production, primary production 
being domestic, one-third secondary, and one-third import, was al- 
most balanced out evenly. Therefore, in line with your statements, 
would you feel that it would be proper and take care of the situation if 
quotas were established whereby you had to sell 1 pound of American 
lead before 1 pound of foreign lead could be imported into this 
country? Do you think that would kee pus in balance pretty well? 

Mr. Lenten. Sir. I think that there is considerable difference be- 
tween a metal that is in short supply and one that is abundant. The 
fact is that since 1937 the productive amount of these metals has grad- 
ually decreased into the United States. 
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Mr. Hosmer. You have asked for a proper ratio of domestic as 
against foreign-imported metals. I am trying to develop some means 
of getting it to you. 

That system whereby you would have to sell a ton of lead here, 
domestically, from domestic mines, before a ton could be imported, do 
you think that could keep us in balance without a lot of money spent 
out by the Government for subsidies and controls and all the rest of 
this business ? 

Mr. Lenren. I think the United States Government, except for 
acting as an official in the case, would not have to put out any money. 
All we would have to do is either through allocation stop the importa 
tion of these metals, or pass the Simpson bill. 

Mr. Hosmer. On the basis of the 1949 experience, where this situa 
tion I mentioned persisted, we had a price of 15.36 cents a pound. 

Mr. Lenten. I think that is correct. 

Mr."Hosmer. And by controlling our in ports . that would keep the 
price at the figure which has been mentioned by other witnesses, and 
the figure contained in the Simpson bill. 

Maybe we could handle it this way. T am trying to find out if it 
your judgment that this would do it. 

Mr. Lenren. I think that we can either stop the importations of 
metals and those which are required for consumption—we could either 
use that for the national stockpile for emergency, or the Simpson bill, 
either one. The thing is we are getting too much lead from foreign 
lands. 

Mr. Hosmer. You don’t produce enough lead in this country to take 
care of the requirements. We have to import some. We have to figure 
out how much we are going to import, I helievé. 

Mr. Lenten. I want to maintain the present level of mining in 
the United States, and to increase it, so that we will have those facili 
ties during the time of national emergency. 1 would like further 
to secure the income of metals from foreign dands to make up the 
amount that we don’t have in this country. But I would like to see 
it possible to have these metals when we need them. If Russia went 
on the march tomorrow, they would cut off all of our European and 
Afric: aS bgt 2 of metals, and probably the South Pacific, and we 
would be sitting here dependent upon Mexico and Canada. As far 
as I kato: I was in Alaska when the Japs landed up there in the last 
war. If they had had brains enough to keep coming, we wouldn’t 
have had Alaska. But the thing was, our metal policy up to that 
time was not the proper one. When we go into short supply of metals, 
it should be the problem of the Government of the United States r ight 
now. Every nation that has lost its background of metals has also 
lost its position in world affairs. That goes without saying. That 
is the history of man. And so the people, through their representa 
tives in Congress, should see to it that the people of this country 
have access to the proper metal supply, not only to keep in time of 
emergency but also in our peace years. That is the duty of the Federal 
Government. 

I am not saying I want you men to do it. I am almost putting it 
to the point of demand, because that is your duty. 

Mr. Hosmer. The difficulty there is that approximately 80 percent 
of our lead imports come from Canada and Mexico, which are prob- 
ably secure markets in the event of an emergency. 
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Mr. Lenren. I don’t think the United States should be a shock 
absorber for low-cost labor in Mexico, even if one of our most promi 
nent industries in this country ships in from 150 to 200 thousand tons 
a year down there. God bless them, they are good people, but at the 
same time the American scene has to be taken care of first. 

Mr. Hosmer. In other words, this quota thing in your estimation 
wouldn’t be sufficient to take care of our situation ? 

Mr. Lenten. No, I didn’t say that. I said that we produced one- 
third of the lead that we consumed annually. That is, approximately. 
\nother third comes from scrap metals. The other third is imported 
from foreign sources. 

Mr. Hosmer. But if we import more than one-third, we are in 
trouble, is that it? 

Mr. Lenten. Yes, sir: we probably would be. 

Mr. Hosmer. That is all. 

Mr. Rren~man. Any questions, counsel 

Mr. Hinron. No questions. 

Mr. Rrentman. Thank you very much, s 

Mr. Lenten. You are e ntirely welcome. 

Mr. Rrew_man. Are there any other people present who have not 
testified who would care to? 

Before I close the hearing I would like to say that just before lunch 
we were of necessity forced to dispense with any questioning of Mr. 
Schwab because we wanted to get a gentleman on representing labor 
who had to get out of town on a 1 oclock plane. We permitted him 
to come in and give his testimony. 

I have conferred with the committee members, and we have come 
to the conclusion, Mr. caw ib, that pretty nearly anything that we 
might ask you would be a repetition of some of the things that we 
asked Mr. Day, who pti aided you. However, if you hs ave some me 
me nt you woul | like to make for the record, we W oul | be ol: ad to he ar 

. if there is anything further you would like to say. 

Mr. Scuwas. The only statement that I would like to conclude with, 
Mr. Chairman, is that the material which I furnished you men some 
of was condensed as much as possible. Should you have occasion in 
the future to review it and have further questions, I would ae 
that I be given an opportunity, perhaps by correspondence, to answer 
any inquiries, and I would be very, very happy to. 

That is all. 

Mr. Rrentman. Thank you very much. And we will see that that is 
carried out. The counsel is with us, and also Mr. Hill’s secretary, 
and we will see that that is abided by. 

Thank you very much. 

There is one other thing: I want to reiterate what I said at the 
opening, and I believe I mentioned it again this noon, at the opening 
of the hearing, that if anyone here present has a statement that they 
would like to submit to the committee, send it to Washington, D. C., in 
care of the Select Committee on Small Business. It will be given care- 
ful consideration and inserted into the record. 

Mr. Scuwas. I am sorry to get on my feet again. Would you get 
this question, please: There have been certain erroneous answers to 
various committee questions which are not supported by facts. I point 
particularly to the recent questions posed by Congressman Hosmer. I 
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would also like the opportunity to straighten out that situation, Con- 
gressman, purely on a factual basis, not an argumentative one. The 
record of 1949, when taken as a year, does not show that lead in that 
year, for instance, entered the year at an all-time high, I believe of 21 
cents, and ended the year after foreign devaluation of something like 
10 cents. I would like to submit to you, and will, the month-by-month 
record of those years, Congressman. 

Mr. Rren_man, Thank you very much. 

May I, in closing, express my appreciation on behalf of this com- 
mittee to you people for coming here and giving this testimony today. 
We want you to be assured that the hearings will be carefully studied 
by our full committee and in due time proper recommendations will be 
submitted to the proper committees of the House for consideration. 

Thank you very much. 

( By direction of the chairman, the following was subsequently made 
a part of the record :) 


KELLOGG, IpAHO, May J, 19538. 
DwicHt D. EISENHOWER, 
President of the United States, 
The White House, Washington, D. C. 

Dear Mr. PrResipENT: Enclosed herewith are petitions signed by more than 
5,000 residents of our community. The petitions were circulated pursuant to a 
resolution unanimously adopted by a recent communitywide conference called for 
the purpose of doing something to preserve our community in the face of the 
current lead-zine crisis. 

This historic Coeur d’Alene mining district of north Idaho, which for the past 
60 years has been one of the most important sources of both lead and zinc of 
the Nation, now faces extinction unless quick action is taken by the Congress and 
the administration to remedy the chaotic condition of the lead and zine markets. 

The lead-zine crisis is brought about by exessive imports of foreign metals, 
which, in turn, has led to surpluses, rapidly falling prices, mine shutdowns, and 
widespread unemployment in this country. The situation has now assumed the 
character of a national emergency. If we are to maintain a domestic lead-zine 
industry, then immediate and effective measures are demanded. 

We are addressing the petitions to you at this time in order that they may be 
in your hands prior to the convening of the governor’s conference. We are sure 
that Governor Jordan of Idaho, along with the governors of other affected States, 
will want to call this disastrous situation to the attention of the conference, the 
Congress, and your administration. 

Respectfully, 
H. C. SEEsEr, 
Vayor of Kellogg, Idaho. 
C. A. MAGNUSON, 
Mayor of Wallace, Idaho. 
H. L. Day, 
President, Idaho Mining Association. 
Howarp GopDARD, 
International Union of Mine, Mill, and Smelter Workers. 
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Hatrry Mrners’ Unton, Locat No. 281, 
Hailey, Idaho, April 28, 1953 
WILLIAM §. HILL, 
Chairman, Select Committee on Small Business, 
House of Representatives of the United States. 

Dear REPRESENTATIVE Hix: Enclosed is a resolution passed by members of 
Hailey Miners’ Union, Local 281 of the International Union of Mine, Mill, and 
Smelter Workers. 

We urge that you give us your cooperation in this crisis in the mining industry. 

Lewis ARAMBARRI, 
Secretary, Local 28] 
FRANK HEwItT, 
President 
MILTON SAVARIA, 
Vice President. 
WILEY Goppy, 
THOMAS MorrtIs 
KENNETH BURRELL, 
Trustees. 

Now, therefore be, it: 

Resolved, That Hailey Miners’ Union, local No. 281 of the International Union 
of Mine, Mill and Smelter Workers at Hailey, Idaho, does hereby petition Con- 
gress, through its Representative and United States Senators, to take emergency 
remedial action along the following lines: : 

1. Adoption of legislation to provide unemployed workers with direct asistance 
over and above present inadequate unemployment compensation standards. Re- 
moval of present restrictions and waiting periods. 

2. Protection of small mine operations through passage of premium price 
legislation. 

3. Legislation to expand domestic metals markets through new publie works, 
such as river valley developments, highways, schools, hospitals, and rural elec- 
trification. 

4. Legislation to broaden world trade in order to open up vast new markets 
for United States metals. 


CoEuR D’ALENE, IDAHO, April 28, 1953. 
Representative WiLu1AM §S. Hitt, 
House Chamber, Washington, D. C. 

Dear Str: Due to the fact that I was away from Spokane the day of the hear- 
ing, April 27, 1958, I am taking this means of conveying my views on the metals 
situation in the United States, and I hope these views will be of some value to 
your contemplated action. 

What has happened and will continue to pyramid is the result of the wild-eyed 
dreamers of the past 20 years and it is highly evident that we shall make no 
recovery until the United Nations Charter and Bretton Woods has been erased 
from the United States Code of Laws, as this combination places this Nation 
under British tyranny more effectively than was the Colonies prior to the Ameri- 
can Revolution. 

When 10 billion in bullion can be taken from Fort Knox and sent to London 
and 99 percent of the American people do not know and care less, as the 25,000 
agents have performed their spell of enchantment well, they have made our people 
believe we can prosper under printing-press money. 

It would apear that such would be impossible, as history shows that all of the 
nations of history who abandoned their solid money are listed with the mastadons, 
and that is where we are headed unless we get back to earth by establishing a 
dollar’s worth of gold against each dollar in paper, and it is impossible to have 
sound money in any other way regardless of what the dreamers think. 

Trusting that these views will be of value, I am, 

Respectfully yours, 
E. Curtis CHAMBERS 


TRUMAN INVESTED $9 BILLION oF THE TAXPAYERS’ MONEY IN AFRICA 


During the past 200 years the world has produced $9 billion in the nine major 
eamps of the world, yet the Truman administration committed the taxpayers of 
the Nation to a burden of $9 billion to the French, Belgians, and the Hollanders 
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for mineral developments in Africa. This was done under the guise that it would 
heep them from going communistic and at the same time give us needed mineral 
reserves and conserve our Own resources, 

We are informed that vast reserves have been discovered of lead and zine and 
that these powers are producing a large tonnage with our most modern equip 
ment—that they are able to deliver to the docks in New York tax free, duty free 
and by slave labor deliver lead and zine at 4 cents per pound and make a greater 
profit than we, as their labor is about $17.50 per month as compared with our 
union-controlled producer at that amount per day. 

We further find that ore destined to the stockpile reserve is being shipped in 
from the Congo Basin, is being bought by the leading fabricators, and is in the 
process of shutting down thousands of American mines. 

An embargo, or tariff high enough to eliminate the African investment, would 
not be acceptable, as we would be shunting these reserves to the opposing powers, 
thereby losing the investment and the military reserves. It further becomes 
apparent that we shall not produce nine billions in the United States during the 
next 50 years—in lead and zinc. 

Our strategie action requires that we place lead and zine at a fixed price of 17 
cents per pound and buy all the ore we can from the great production by our 
money for the national stockpile free from the corporate bids and deliver to our 
consumers at fixed prices and in this way prevent the loss of our African invest- 
ment as well as establish a large future reserve at 4 cents per pound. 

We must not compete with our Nation’s welfare nor neglect the citizens in 
our ideal of the true republic. 

Ore produced by slaves with our money and equipment presents a clever source 
by which we can be reduced to a common level with the impoverished peopl 

is by intrigue the agents are permitted to mold public think- 
concepts, which is the source from which the river of doubt 
he source of national bankruptcy, thus inviting the conquest 
our country. 

The traitors who permitted the establishment of Bretton Woods in the United 

tes Code of Laws and the United Nations Charter make Brutus, Judas, and 
nedict appear as saints in the halls of degradation. 

It is dificult to understand how an American could for the sake of pure 
political chicanery choose a source leading to national bankruptcy, as did the 
Roosevelt and Truman regime. In view of this we pay $6 billion and 360,000 
lives to perpetuate a financial chicanery unequaled in the history of the world 
in the name of the Federated British Industries. 

rhe people of this Nation were spawned into a cult of freedom free from 
the fetters of the Old World and sworn to dislodge any tyranny, regardless of 
origin, political or religious and to this end every man anyplace on earth is 
consecrated, if his freedom is to be anything more than words on paper—he must 
live it and protect it by eternal vigilance. 

Respectfully submitted. 

EK. Curtis CHAMBERS. 


Coeur p’ALENE District, 
Miners’ & SMELTERMEN’s Union, Locat No. 18, 
Kellogg, Idaho, April 24, 1953. 
Representative WiLL1aAmM 8. HILt, 
House Office Building, Washington, D. C. 

Dear REPRESENTATIVE HILL: We are enclosing herewith copies of a resolution 
unanimously adopted at a regular membership meeting of this union, held in 
Kellogg, Idaho, on April 24, 1953. 

Our union represents more than 4,000 lead-zinec miners and smeltermen in 
this district. We are vitally concerned about the crisis which exists in the lead- 
zine industry and the effect that it has had already on employment and the 
economy of the entire community. 

We believe that the program we have adopted for alleviating the crisis, pro- 
viding relief for the industry and the workers, and stabilizing the market is 
practical and attainable. 

We request your assistance in the solution of this grave problem which has 
now assumed the proportions of a national emergency. 

Respectfully, 
ERNEst WEINERT, President. 
Duane N. Jonnson, Financial Secretary. 
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RESOLUTION 


Whereas the Coeur d'Alene mining district is among those areas in the United 
States where an unstable metals market has brought layoffs in the lead and zine 
mining operations in the midst of the greatest war spending in the history of 
our country. 

The chaotic market conditions have already brought 500 layoffs in the district 
and slipping metal prices endanger the jobs and income of thousands ol her 
workers here. 

In economic terms, 500 fewer jobs means $200,000 less purcha 
month in the district. This is $24 million a year This is a 
than 10 percent in the total employment and payrolls of the 
In individual, human terms, it means | 
possessions and homes, and the uproo 

Our 1952 cenvention listed the following « : f the crisis in 
lead-zine industry now finds itself. 

1, Monopoly control which has been widely extended to new foreign pro] 
Production from these new mines, operated with low-wage labor, is 
placing United States production. 

2. Stockpiling which gave fantastic profits to the monopolies 
shortages, and boosted prices to record levels from which it was inevilt 
they would fall. The artificial shortages also supplied the monopolie 
alibi for grabbing up new foreign mines. 

8. Rearmament in Western Europe has brought on a general « 
in those countries and has shrunken the n ? 

4. The choking off of trade ith other 
for metals exist. 

Strong Government action is necessary to 
both employed and unemployed workers, to | 
monopoly operators, to widen the domestic anc 
to increase the consumption of lead, zine, and other met: 

Resotved, That local 18 of the International Union of 

orkers at Kellogg and Wallace, Idaho, does hereby 

ogram to help alleviate the crisis in our industry: 

Relieve the lead-zine industry by passing the Murra 
appropriate amendment. 

Relieve the lead and zine workers by passing a law ‘ovide direct Federal 
aid over and above ordinary unemployment compensation, iting an im- 
mediate and substantial wage increase to workers still employ) in the lead-zine 
industry, by reducing income taxes and by passing a bil » increase income-tax 
exemptions to $1,000, 

Increase domestic consumption of nonferrous metals by passing legislation 
for a sizable public-works program including river-valley development, school, 
hospital, highway, and rural electrification construction 

Increase foreign consumption by lowering or modifying barriers which now 
block trade between the eastern and western halves of the world; and be it 
further 

ResolWwed, That copies of this resolution he sent to the Idaho delegation in 
Congress, Chairman William 8S. Hill, of the House Committee on Small Busines 
Senator James Murray, of Montana, author of premium price legislation, Gov- 
ernor Jordan, our State legislators, and President Eisenhower. 


RESOLUTION ON LEAD-ZINC CRISIS 


Whereas, lead and zine properties in the United States are being shut down or 
having their operations curtailed in the midst of the greatest war spending in 
the history of our country. The crisis in the metals industry likewise has brought 
layoff in brass, iron ore, and even copper. 

Unfortunately, some mine operators are attempting to shift the burden of the 
present crisis onto the worker. Some companies are using the present crisis as an 
excuse to undermine established wages and working conditions, the result of 
which shortsightedness could only be an even graver slump. 

Our 1952 convention listed the following causes of the crisis in which the 
industry now finds itself. 

1. Monopoly control which has been widely extended to new foreign properties. 
Production from these new mines, operated with low-wage labor, is now displac- 
ing United States and Canadian production. 
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shortages, and boosted prices to record levels from which it was inevitable that 
they would fall. The artificial shortages also supplied the monopolies with 
alibi for grabbing up new foreign mines. 

3. Pressure on Western Europe to rearm has brought on a general economic 
decline in those countries and has shrunken the market for metals over there. 

1. The choking off of trade with countries where large potential markets for 
metals exist. 

Strong Government action is necessary to: 

(a) Protect the economic security of both employed and unemployed workers. 

(b) Protect the interests of small, non-monopoly operators. 

(c) Widen domestic and foreign metals markets to increase consumption of 

ad, zinc, and other metals. 

Now, therefore, be it 

Resolved, That the Ruth Miners Union, Local No. 124 of the International 
Union of Mine, Mill, and Smelter Workers at Ruth, Nev., does hereby petition 
Congress, through its Representative and United States Senators, to take emer 
gency remedial action along the following lines: 

1. Adoption of legislation to provide unemployed workers with direct assistance 
over and above present inadequate unemployment compensation standards. Re 
moval of present restrictions and waiting periods. 

2. Protection of small-mine operations through passage of premium price legis- 
lation 

3. Legislation to expand domestic metals markets through new public works, 
such as river-valley developments, highways, schools, hospitals, and rural elec- 
trification. 

1. Legislation to broaden world trade in order to open up vast new markets 
for United States metals, and be it further 

Resoived, That copies of this resolution be sent to our own Representatives in 
Congress, our two United States Senators, to Chairman William 8. Hill of the 
Select Committee on Small Business of the House of Representatives of the 
United States, and to President HKisenhower. 


2. Stockpiling which gave fantastic profits to the monopolies, created artificial 


CoEUR D'ALENE District, 
MINERS’ & SMELTERMEN’S UNION, Loca No, 18, 
Kellogg, Idaho, April 24, 19538, 
Representative WILLIAM 8S, HILL, 
House Office Building, Washington, D. C. 

DEAR REPRESENTATIVE HiLL: We are enclosing herewith a copy of a resolution 
unanimously adopted by a community conference held in Wallace, Idaho, on 
April 20, 1953, and attended by more than 100 community leaders and representa 
tives of business, city, and county governments, civic, fraternal, professional, and 
union groups. 

All the citizens of this vitally tmportant lead-zine producing district are 
seriously concerned about their present predicament and future prospects due 
to the depressed condition of the lead-zinc market which has resulted in the 
shutdown of many mines and the layoff of workers 

We urgently solicit your advice and assistance in solving this prolbem. 

Respectfully, 
C. J. Powers, 
Community Conference Chairman. 


RESOLUTION 


Whereas the economic life of this historic mining district is seriously endan- 
gered by the chaotic condition of the lead and zinc markets. The prosperity and 
well-being of our several communities are threatened. 

rhe crisis with which the Coeur d’Alene district is confronted is being duplicated 
in scores of other one-industry towns whose economy is dependent upon stable 
employment in the metals industry. Such a crisis can be characterized only as a 


national emergency. To meet this severe situation, emergency 
needed, 

Our presence at this community-wide conference to discuss ways and means of 
meeting the lead and zine crisis indicates clearly our unanimous belief that this 
s a problem for the entire community—not for just the workers who already have 


measures are 
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been laid off and the thousands more who jobs are threatened 
common problem—workers, business people, civic groups, re 
flicials, and professional people. Our common secu! 
stake 

In this conference tonight we have discussed this « 
submerged our differences in order to find the widest 
cope with the crisis: Now, therefore, be if 

Resolved, 1. That this mnmunity-wide 
chants, publi ifficials, and ¢« ¢ leade res 
community Committee to lead the campaign that wi 
ead-zine crisis 

’ That Ve 
egislation that 

miplovriie 7 

8. That we u 

ril 27 in Svokane 


i 
f Representatiy 


conducting that he 
and decisive Government action 

1 We urce Governor Jordan to lend 
zine situation broucht to the attention of 
particularly urge ! » attend the go 
Eisenhower in Washington fe May 4 
other Stetes in impressing upon the admini 
iction hy the Governor 

>. We call upon the mayors of our commu to proel 
week during which petitions prepare a commun 
circulated in public places which wil ‘ upon our con 
our Governor, our State legislator Cha man William S. H 
Committee on Smell Busines ond Presid t Eisenhower to enn 
program to help remedy the lead-zine crisis 

6. Finally, we urge all civic, b i ! , 1. churel 
the district to select representative ' mmunity-wide 
in this resolution: And be it further 

Resolved, That copies of tl 
our congressional delegation, Gove 
Hisenhower 


CONDA PHOSPHATE MINers’ Unron, Loca 
Conda, Tdahe 

Dear Sir: Whereas lead and zine properties in the United State 
down or are having their operations curtailed in the mid 
spending in the history of our country. The crisis in the meta 
has brought layoffs in the brass, iron ore, and even copper oper 

Unfortunately, some mine operators are attempting to shift ft] 
present crisis onto the worker. Some companies are using 
as an excuse to undermine established wages and working « 
of which shortsightedness could only be an even graver slump 

Our 1952 convention listed the following causes of the erisis 
dustry now finds itself: 

1. Monopoly control which has been widely extended to new fo 
Production from these new mines, operated with low-wage labo 
ing United States and Canadian production. 

2. Stockpiling which gave fantastic profits to hte monopolies, l 
shortages, and boosted prices to record levels from which it was inevitable that 
they would fall. The artificial shortages also supplied the monopolies with the 
alibi for grabbing up new mines in foreign countries 

3. Pressure on Western Europe to rearm has brought on 
decline in those counties and has shrunken the market for the metals over there. 

4. The choking off of trade with countries where large potential markets for 
metals exist 

Strong Government action is necessary to (a) protect the economi 
of both employed and unemployed workers, ()) protect the interest 
monopoly operators, (c) widen domestic and foreign metals markets 
consumption of lead, zine, and other metals : Now, therefore, be it 


general economic 
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Resolved, That local No. 622 of the International Union of Mine, Mill, and 
Smelter Workers at Conda, Idaho, does hereby petition Congress, through its 
Representatives and United States Senators, to take emergency remedial action 
along the following lines: 

1. Adoption of legislation to provide unemployed workers with direct assist 
ance over and above present inadequate unemployment compensation standards 
Removal of present restrictions and waiting periods, 

2. Protection of small-mine operations through passage of premium-price legis 
lation. 

8. Legislation to expand domestic metals markets through new public works 
such as river valley developments, highways, schools, hospitals, and rural elec 
trification. 

4. Legislation to broaden world trace in order to open up vast new markets 
for United States metals. 

Yours truly, 
[SEAL] Rex W. WEAVER, 


Recording Secretary 


STATEMENT OF LOCAL 10-119 INTERNATIONAL WoopDWORKERS OF AMERICA, CIO 


Local 10-119 International Woodworkers of America (CIO affiliate) has pre 
pared the following statement. We request that it be made a part of the record 
in the hearing of the lead and zinc mining industry of northern Idaho and eastern 
Washington, held in the Davenport Hotel, Spokane, Wash., April 27, 1953, before 
the Select Small Business Committee. 

Local 10-119 International Woodworkers of America, CIO is composed of 
men and women who work in the lumber mills and logging camps of northern 
Idaho. We are vitally concerned with the present situation that exists in the 
lead and zine industry of northern Idaho. We are fast becoming alarmed at 
the fact that hundreds of miners and smelterworkers are being laid off because 
of the price of lead and zine. 

These layoffs will soon reflect in the lumbering industry. The mines in this 
area, when in full operations, use several million feet of timber each year. The 
producers, while small in comparison with regular lumber operators, employ 
several hundred workers full time. The curtailment and layoffs in the mines 
not only will affect a large number of woodworkers, it also affects a group of 
small farmers who cut mine stulls and timbers each winter during the slack 
period from their own timber patches. Failing to find a market in the mines for 
their product, those small farmers are forced on the labor market in competi 
tion with members of our organization who follow the woodworking trade the 
year around. 

We wish to point out that closing of mines in the Coeur d’Alene district has 
already affected the woodworking industry. Clyde Shay, route No. 2 Saint 
Maries, Idaho, has employed 15 to 20 men each year in the production of mine 
stulls. This winter 1952-53 he has reduced his crew to 4 men and is getting out 
saw logs in place of mine stulls. Several other small operators, who employed 
6 to 12 men each year have not shipped any mining timbers since November 1952 
and have no prospects of starting this spring. 

Connelly and Kroetch, of Harrison, Idaho, operators of a mine stull treating 
and processing plant, were shipping approximately 6 cars of stulls per week last 
summer and fall, have reduced their output to 4 cars per month. This has re 
sulted in a cut in their crews and reduction in their work week from 6 days per 
week to 3 days per week for their remaining employees. A copy of a letter signed 
by W. B. Russell, president of Russell and Pugh Lumber Co., Springston, Idaho, 
is attached to this report and should be entered into the record. This letter will 
give the committee a very clear picture of the affect the closing down and cur 
tailment of mining is having on some of the lumber mil!s in this area. The clos 
ing of this mill would affect the entire community of Harrison, Idaho, as a ma 
jority of the employees of the Russell and Pugh mill reside in Harrison, about 
3 miles from Springston, Idaho. 

In order to protect the jobs of our members as well as the miners and smelter 
workers in the Coeur d’Alene area, we urge the committee to seriously consider 
the following suggestions as a solution in aiding the miners and mineowners 
Continued prosperity for all, including the small-business men in the various 
communities of northern Idaho can only come from full employment of the people 
who live, work, and play in this area. 
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1. Immediate passage and enactment of Premium Price Plan (8. 1539) by Sen 
tor James Murray, of Montana. 
2..Relief of lead and zine workers, through higher unemployment compensa- 
tion or establishment of public works projects to provide the unemployed miners 
vith jobs at the going wage rates in similar private works 

3. A construction program including the building of Hells Canyon Dam, river 
valley, and rural electrification. 

t. Broaden world markets and expand our foreign trade with all countries 
hat will use lead and zine and zine products. 


FRED SI KEN, 
For Local 10-119 International Woodworkers of America, CIO 


SPRINGSTON, Ipano, May 5, 1953. 
Mr. Frep SIEFKEN, 
International Woodworkers of America, CIO, 
Coeur d’ Alene, Idaho. 

DeAR Mr. SterKeEN: In reply to your letter of April 28 requesting information 

place before the Select Small Business Committee, we are intensely interested 
n what happens in the Coeur d’Alene mining district since the existence of the 
district is primarily the reason for our being here. Through the years from 
1892 on we have relied on the mines for a steady reliable local market for a 
great share of our output. In these later years, as our output increased, the 
ratio of what we sell to the mines has sometimes been smaller but the mines 
are still the foundation of our business. As to your specific questions I will 
give you as nearly as possible the approximate answers. 

1. Has the present curtailment in the mines affected your mill cut to any 
extent? 

Answer. It has cut us to a 5-day week, cut the price of lagging, and cut our 
shipments of mine timbers and lagging from not less than 5 cars a week at 
this time of year down to 1 car a week. This one car does not represent an 
order but is a concession by the mines to our situation and may be cut off at 
any time. 

2. If so, were any employees laid off? 

Answer. We generally use four more men when cutting lagging. It might be 
reasonable to suppose that we are now getting along without those four. Beyond 
that, however, we find it necessary to keep a crew together—a full crew 
so long as we operate at all. 

2. If the mines you sell to were forced to close down entirely would your com- 
pany lay off any employees and if so how many? 

Answer. We might find it extremely difficult to stay in business in such an 
eventuality in the light of the fact that we are geared to selling a large amount 
of timber, rough green. sv this I mean we lack kiln capacity to dry all the 
lumber our plant produces and so long as a large portion of it goes out rough 
green we are able to dry the remainder. A changeover would require not 
only another kiln but increase boiler capacity, a new hog for fuel, dry sort 
chain, additional drying sheds—total of $85,000—an expenditure not now justi- 
fied by general conditions of the lumber market. 

If we close down it would idle 100 employees with another approximately 100 
employees of loggers who serve us. 

!. How many carloads of lagging does your company ship to the mines each 
month? 

Answer. Our lagging business is sometimes heavier than at other times. Our 
yearly mine timber and lagging cut runs from 3'4 to 5 million feet. Last year it 
was about 3% million. 

5. What grades of lumber do you put into mine timbers or lagging? 

Answer. Most lagging and timbers require No. 1 grade. In practice, how 
ever, the entire sound log is cut up into lagzing except for the side lumber which 
can’t be cut into lagging. Actually, the side lumber is generally of the better 
grades but we realize less for it because it is a heavy shipper for the eastern 
markets. 

6. What species of timber do you use most? 





PROBLEMS IN THE METAL-MINING INDUSTRY 


\nswer. In this there is naturally a greater variation since we attempt to 
gear our buying to the needs of the market. Last year’s figures reveal the fol- 
lowing: 5.4 million red fir and larch, 4.1 million Idaho white pine, 3.5 million 
ponderosa pipe, 2.4 million white fir, 0.5 million cedar and spruce—total, 15.9 
million. 

It is quite apparent that the lead and zinc industry locally faces a most serious 
price situation. We hope this information will in some small degree help them 
in their fight for a fair market. 

Very truly yours, 
W. B. Russetyz, President. 


(Whereupon, at 4: 45 p. m., the committee recessed, to reconvene at 
the Westward Ho Hotel, Phoenix, Ariz., Wednesday, April 30, 1953.) 
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(LEAD, ZINC, AND OTHER METALS) 


WEDNESDAY, APRIL 30, 1953 


Houser or Representatives, 
SeLect Commirter To Conpuct a Strupy anp 
INVESTIGATION OF THE PRoBLEMS OF SMALL Business, 
Phoe nia, Aria. 

The committee met at 10 a. m., pursuant to recess, in Spokane, Wash., 
in the Saratoga Room, Westward Ho Hotel, Hon. Craig Hosmer, pre- 
siding. 4 

Present: Representatives Hosmer and Multer. 

Representative Harold A. Patten. 

Also present: Bynum Hinton, committee counsel; and Carl Davis, 
director of the committee staff. 

Mr. Hosmer. The committee will please come to order. 

This is a metting of the Small Business Committee of the United 
States House of Representatives. The chairman of the committee, 
Mr. William 8S. Hill, of Colorado, is unavoidably absent on business 
in Washington. The subchairman, Representative William MeCul- 
loch, Ohio, was to preside today, but he was suddenly — ill. 

I am Representative Craig Hosmer of Long Beach, a With 
me for this hearing is Congressman Abraham Multer of Brooklyn, 
N. Y. Tama Republic an; Mr. Multer is a Democrat. 

The problems of small business are nonpartisan or bypartisan, I 
don’t know which, so we want you to feel that er! is no atmosphere 
here except trying to get to the facts to take back to Washington with 
us that will be of benefit to the mining industry. 

This hearing has been scheduled for 1 di iy only. It is going to be 
necessary, therefore, for the witnesses to confine their oral statements 
to the shortest possible time. We will really appreciate your observ- 
ing this rule. If the time goes on too far, we may have to call you and 
ask you to submit the balance of your testimony in writing. In all 
cases we request that if there is any thing that you want to place before 
the committee, that you do not have a chance to place before us today, 
send it to the Small Business Committee, House Office Building, Wash- 
ington, D. C., and it will be included in the record and will be given the 
same consideration as if it were stated orally here today. 

With the committee today is a part of the committee staff. Our 
counsel is Mr. Bynum Hinton, and Mr. Carl Davis is staff director. 

We hope that through this session we will have your cooperation 
and your patient understanding that your Government is coming to 
you to hear your problems so that you may have them answered. 
Our purpose is to secure information. We do not want to argue. We 
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are an investigating committee. We take the facts as we find them, a: 
you present them to us, and put them together, assemble them, and 
pass them on to the proper legislative committee of Congress so that 
those legislative committees will have the necessary information 
upon which to deliberate and come out with whatever legislation is 
dictated. 

The hearing today will be divided into categories, more or less. We 
will call the witnesses who have been scheduled for the various cate- 
gories. If there is time at the end of the hearing, we will hear any- 
body who has not already been scheduled. 

I repeat again that we invite you to file your written statements, if 
you don’t get a chance to talk today, or you don’t get a chance to talk 
about all you want to talk about. If there is anybody present now 
who has a written statement that he wishes to file with the committee, 
let him come forward and we will receive it at this time for the record. 

Will you identify yourself for our record. 


STATEMENT OF D. W. JAQUAYS, PRESIDENT, JAQUAYS MINING CO., 
GLOBE, ARIZ. 


Mr. Jaquays. I am D. W. Jaquays, president of the Jaquays Min- 
ing Co., producer of asbestos. 


(Statement follows :) 
APRIL 29, 1953. 
COMMITTEE ON SMALL BUSINESS, 
Phoenix, Ariz. 
(Attention of Representative Hill, Chairman.) 

GENTLEMEN: The following is respectfully submitted by the undersigned in 
connection with the production of asbestos fiber in the State of Arizona. 

Our operation, the Jaquays Mining Co., Globe, Ariz., has been producing under 
its present corporate form since June 1, 1952. During the period June 1, 1952, 
to the present, we have been confronted with many problems concerning mine 
development and expansion of plant facilities. Although our funded debt is com- 
paratively small, we were at times put to task to make regular payments due 
thereon due to the fact that a good deal of money was needed for exploration and 
development and also to construct some necessary buildings and install equip 
ment. It is our opinion that if our operation were relieved from paying income 
taxes for a period of 3 years, we would be able to secure private financing to carry 
out our program. If we had been able to do this, our ability to reach full pro- 
duction would have been greatly aided. Also, the private investors would have 
had greater assurance of return of their capital at a stated time. 

On the other hand, a reduction in income taxes would be of great benefit to 
our operation. At this time we are allowed depletion on the percentage basis of 
10 percent of our gross mining income of 50 percent of our net mining income, 
whichever is lower. The copper industry is allowed 15 percent instead of 10 
percent. We feel that if our depletion allowance were increased to 15 percent 
and was not limited to 50 percent of our net mining income, we would.be able to 
carry out our exploration and development programs without Federal aid. We 
are now receiving funds from the Defense Mineral Emergency Agency and are 
using them to proceed with exploration of one of our properties. At the same 
time we are setting up a surplus reserve to provide for Federal and State income 
taxes. We sincerely feel that if our taxes were reduced, we could use the money 
saved in this manner to do our exploration work without the money received from 
the Defense Mineral Emergency Agency. 

Very truly yours, 
JAQUAYS Mintne@ Co., 
By D. W. Jaquays, President. 


Mr. Hosmer. Will you identify yourself? 
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STATEMENT OF RALPH R. LANGLEY, PRESIDENT, ARIZONA 
METALS CO., MOHAVE COUNTY, KINGMAN, ARIZ. 


Mr. Lanetry. Ralph R. Langley, Arizona Metals Co., Kingman, 
Ariz. ' 

Mr. Hosmer. Your statement will be accepted. 

(Statement follows :) 


STATEMENT OF Ratpu R. LANGLEY, Prestpent, ArIzONA MetAts Co., MOHAVE 
County, ARIZ. 


For several years I have operated a lead-zinc-copper mine in the Wallapia 
mining district of said county. 

There are a number of mines in that district served by two milling and treating 
plants, one of 75 tons and the other of 150 tons daily capacity. Under normal 
metal prices the ore production would be about equal to the capacity of those 
two mills. 

About 150 men are normally employed, with the usual amount of standby labor 
to operate those properties and mills. 

Normally the merchants and tradesmen do a healthy, thriving business. 
Schools are well attended. It is an active, prosperous, happy community. 

A similar situation exists in the Yucea mining district in the same county. 
There are two milling and treating plants in that district also. Normal employ- 
ment there is about 125 men. 

The domestic consumption of our Nation is substantially greater than our total 
domestic production, therefore the production and activity in our county should 
continue and materially increase indefinitely over a long period of years, if we 
could be assured of such continuing metal prices as would ordinarily result from 
domestic production and consumption, but entirely due to the dumping of foreign 
lead and zine upon our domestic markets at prices below the most economical 
costs of domestic production, practically all mines have closed in these two 
districts. 

The total employment of both districts does not now exceed 25 men, about half 
of whom are employed in maintenance. The mining towns and camps are prac- 
tically deserted, the merchants have closed their doors. School attendance is 
almost a nil. The human element phase is tragic. Businesses, investments, and 
values are being exterminated. 

I am describing conditions in Mohave County because I operate there, but the 
same condition prevails throughout Arizona, particularly among the intermediate 
and smaller capacity operations. 

This flood of metal being released is being produced in foreign countries with 
United States taxpayers’ money particularly donated by the United States Gov- 
ernment, with no protection for our own domestic operators against such ruinous 
competition. 

Numerous solutions of the condition have been proposed and argued by labor 
and other self-serving organizations and by socialistic, one-world, impractical 
uninformed theorists who, although having no realistic knowledge of the mining 
business, assume a “father knows best” paternal attitude toward the mining 
industry. 

Some suggestions have been made, such as a premium price plan similar to 
that of World War II, which have some merit and would afford some temporary 
relief for those operators who have considerable ore opened up ready for imme- 
diate mining, but the suggestions that have been most prominently proposed are 
unstable, uncertain, temporarily expedient stopgaps, none of which lend or estab- 
lish any comfort or confidence among the investor, the investing public, or the 
merchants or tradesmen who make up the mining industry as a whole. 

I submit that the seasoned members of the mining industry itself are the best 
judges as to what character of relief and protection is most realistic and sound 

There is but one final, overall solution of the condition and that is the time 
tested and proven long-range protection which has been the foundation upon 
which the American industrial empire has been built over the years, namely, an 
automatically flexible sliding scale stabilization import tax such as is provided 
for in H, R. 4294 recently introduced by Congressman Simpson, of Pennsylvania. 

I need not take the time or space to discuss the provisions or advantages of 
that bill herein. Much has been said for and against its enactment at this hear- 





378 PROBLEMS IN THE METAL-MINING LNDUSTRY 


ing and elsewhere. Your committee has listened patiently to endless oratory and 
arguments, pro and con, but permit me to assert that there is no workable sub- 
stitute for a permanent flexible protection such as is afforded by the provisions 
of that bill. 

Relief must be had immediately. 

If H. R. 4294 is enacted this present session of Congress, confidence will be 
restored—and justified—the mining industry will immediately start to move for- 
ward, development of domestic ore reserves will proceed, domestic production 
will increase, and our Nation will soon become independent of foreign production 
for our domestic consumption and for our national defense. 

Fail to enact that or closely similar legislation during the present session of 
Congress and the Congress will be guilty of contributing to the extermination 
of all but a very few of our domestic mining entities, those few being those that 
are largely abandoning their domestic production and concentrating on foreign 
operations, subsidized and financed by our own Government. 

Fail to enact such legislation and you will complete the destruction of our 
domestic operators and will render our Nation wholly dependent upon foreign 
production for domestic consumption and for our national defense, and this 
at their own prices and upon their own terms. 

I urge this committee to urge upon Congress the enactment of H. R. 4294, 

Next in importance to long range protection against ruinous importation is 
the authorizing of realistic temporary assistance to the industry, particularly 
to the smaller operators, to aid them in recovering from the unfortunate cur- 
rent condition above referred to brovght about by the altruistic policies of the 
two former administrations, 

Such aid, in my opinion. can best be rendered by improving and continuing 
an arrangement similar to the present DMEA matching fund program. 

That program has done considerable good, and it should be simplified and 
improved. It should be made effective for a period of 10 years and should 
be limited to operations within the United States. 

The present fixed ratio of 50 percent Government participation for lead and 
zine ore explorations is a serious error. It diseriminates against the small 
operator and in favor of the strong entities, most of them are not in need of 
financial assistance, and thereby fails to afford the relief and aid intended by 
the Congress, 

Ratios of Government participation should range from 50 to 90 percent, but 
they should be flexible and should be determined by the Administrator after 
due consideration of various factors involved in each instance, and afte» per- 
sonal conference with the applicant before making final decisions. 

The ratio of Government participation should depend (a) upon the merit and 
scope of the project, (b) upon the experience and qualifications of the appli- 
cant, (c) upon the equipment and operative elements provided by the applicant, 
other than new money, and (d) on the ability of the applicant to provide new 
money. 

Decisions should be influenced by the importance of the proposed project with 
respect to ore reserves, to domestic consumption, and to national defense. <A 
responsible operator having a highly potential project and having his own op- 
erating facilities but who may be short on new capital should receive a more 
liberal ratio of participation than an applicant having a less potential project 
and greater personal liquid resources. 

The location of the Administrator’s office should be readily accessible to the 
applicant. Such a program should not be administered from Washington. | 
suggest two Administrators and two administrative offices, one for the West 
with offices at Denver or Salt Lake City and one for the East at a eonvenient 
location ; each Administrator to be independent of the other. 

The Administrator and particularly the field examiners should personally con- 
fer with the applicant in shaping up and reaching conclusions and in making re- 
ports und recommendations, rather than proceed secretly and thus withhold in- 
formation from the applicant for indefinite periods as is now the practice. 

The Government’s participations shouid be repaid on a royalty basis out of 
production. 

The program should be conducted in a realistic, businesslike manner rather 
than as a bureaucratic political job-making organization. 

I submit that such a program efficiently and realistically administered, over 
a 10-year period, will build a strong and independent domestic mining industry 
which would supply all of our domestic consumption and ample production for 
our national defense. 
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CONTINUED AT PHOENIX HEARING 


I prepared the above statement after the Denver hearing and filed it with the 
committee at Phoenix, but as a result of discussions with several large and small 
mine operators during the period between the Denver and Phoenix hearings 
and particularly as a result from listening to the testimony of others at the 
Phoenix hearing, I wish to add the following: 


ENACTMENT OF H. R. 4294 


| emphasize the fact that if the protection provided for in that bill is not en- 
acted in this session of Congress, the base metal mining industry will be ir- 
reparably injured and at least 60 percent of the operators will be exterminated 
permanently with great investment losses. There will be extensive unemploy- 
ment, serious losses to merchants and tradesmen and, of national importance, a 
great danger to and impairment of our national defense 

The need of protection is now. The industry cannot survive 1 year under 
present handicaps. Postponing for any part ef 1 year will be fatal to a very 
important segment of our national economy and to an indispensable arm of our 
national defense. 


THE DMEA PROGRAM 


I wish to repeat and emphasize the necessity of coutinuing and improving 
the DMEA program. I especially urge the committee to direct and make it man- 
datory upon the Administrator, whoever he may be, to administer that program 
in the manner intended and directed by the Congress rather than as a bureau- 
eracy vperated in accord with the whims and the theories of the employees and 
fieldmen, often contrary to the intentions of the Congress. 

I particularly urge the committee to give serious consideration to the state- 
ments on pages 3 and 4 hereof with respect to this DMA subject. 

I wish to call attention to an error in the testimony of one witness wherein 
he said that the DMEA would not examine a project for an applicant unt after 
the applicant exhibited the evidence of his ability to perform his part of the con- 
tract. Thatis wrong. The DMEA examines a project upon application for assist- 
ance. When a project is approved, the operators must start the work within a 
stated time. The DMEA will remit to the applicant monthly the amount of the 
agreed DMEA participation for the units of work done the preceding month. That 
is a workable and equitable arrangement. 


REVERSION OF PATENTED MINING CLAIMS TO THE GOVERNMENT FOR CERTALN REASONS 


At the Phoenix hearing Congressmen Multer and Hosmer inquired of nearly 
every witness with respect to this subject. No doubt some abuses and frauds 
have been committed by sharp people obtaining patents on ground for purposes 
other than mining. 

I suggest that such practices can be discouraged by writing into a patent a pro- 
vision that the patent is issued upon the condition that the ground is to be 
used for mining purposes only and that if used for any other purpose, the Gov- 
ernment may revoke the patent at any time. I believe such a reservation in 
the title would discourage any prospective purchaser or lessee of surface rights or 
any attempt by anyone to use the claim for any purpose other than actual mining 
of metal or mineral deposits. 

Respectfully submitted. 

RaLtpu R, LANGLEY 


(The following were later received for the record :) 


ARIZONA METALS CoO., 
SUMMIT ALPHA MINES, 
Kingman, Ariz., May 15, 19538. 
Re Defense Minerals Exploration Administration, 
Wirniam §. Hirt, 
Chairman, House Committee on Small Business, 
House Office Building, Washington 25, D. C. 

Dear Str: I assume the existence of this agency stems from the Defense 
Production Act of 1950 with amendments, and that if said act is extended, the 
life of the DMEA agency will likewise be extended—and that its administration 
will lie in Department of the Interior, but its scope and functions will be under 
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the direction of the Congress; therefore, I assume its administration is expected 
to be in accord with the intent and wishes of the Congress rather than as shaped 
up by a rocking-chair bureaucracy influenced by self-serving major mining 
entities and individuals, as the present program was set up and has been admin- 
istered. 

No doubt the Congress intended the DMEA to function and with the objective 
of increasing ore reserves in the interest of national defense, whereas the func 
tions and program of that agency was actually set up, without the awareness 
of the Congress, under the direction and influence of major operators and indi- 
viduals, quite adverse to the interests of the smaller operators, and contrary 
to purpose of the act. 

One major discrimination in favor of the stronger entities and almost fatal 
to the less strong operator is the 50-50 participation by the DMEA on lead and 
zine projects. The stronger entities are able to provide 50 percent (or all) of 
the cost of their development——‘“exploration”—projects whereas the smaller oper- 
ators are unable to do so; therefore, by design and frustration, the smaller oper 
ators were excluded from participation in that program of aid as intended by 
the Congress. 

Another administrative phase, contrary to the intention of the Congress, and 
sometimes fatal to the interest of the smaller operator is the fantastic, bureauc- 
racy-dictated practice by field engineers of substituting their own ideas as to 
what aid the applicants should receive, for the intention of the Congress, such 
as, for example, by presuming to “evaluate’”—guess at—what the character and 
metal content of an as yet undisclosed body of expected ore may be, and pass 
judgment upon the merit of the project by the use of that fantastic yardstick. 

The inequity of the 50-50 participation and the absurd “evaluation” yard- 
stick have rendered the DMBA practically useless to the smaller operators, 
whereas about all of the major and intermediate entities have been well taken 
care of. 

I suggest that it is now time the smaller operators were being taken care of, 
as was intended, and I urge your committee to see to it that the past practices 
of the DMEA be corrected, perhaps by abolishing the present organization and 
setting up of a new organization under clear and definite directives to perform 
as intended by the Congress, for the benefit of the smaller operators. 

You will find suggestions for correcting the administration of the agency in 
my testimony before the Select Committee on Small Business at Denver and 
Phoenix, and in the copy of letter to the Secretary of Interior attached hereto. 
You will find other testimony—at the Phoenix hearing of your committee— 
notably that of Robert J. Dalton, president of Yucca Mining & Milling Co., with 
respect to the impractical, unrealistic administration of the DMBA. 

If the DMEA can be worked over into a position wherein that agency can 
finance perhaps 90 percent of ‘the cost of a sound development or “exploration” 
project that would be a savior of the mining entities, particularly if H. R. 4294 
is not enacted as introduced. But I think it may be necessary to install an 
entirely new organization to administer and operate the agency in order to 
pump some efficiency and sympathetic performance into it. 

I am also attaching copy of letter to Mr. Mittendorf, which illustrates what 
the smaller operators’ problems with the present organization are. 

Yours very truly, 
RatpH R. LANGLEY. 


May 12, 1953. 
Mr. Dovetas McKay, 
Secretary, Department of Interior, 
Washington, D.C. 

DEAR Mr. SecreTary: The mining industry is depending upon you and the 
President to encourage the enactment of H. R. 4294 this session of the Congress. 
If that bill is not enacted the only mining activity that can be advantageously 
carried on, until domestic prices of lead and zinc again rise to profitable levels, 
without heavy losses, will be development work for future production. 

In due course prices will rise from one of two causes, to wit: 

If H. R. 4294 is enacted the rise will be gradual and orderly and be limited to 
reasonable prices. 

If the provisions of H. R. 4294 are defeated our domestic operators will be so 
exterminated that foreign operators will then raise metal prices to such levels 
as will yield them long profits and also compensate them for the metals they 
have sold here at low prices while they have been driving our domestic producers 
out of business. 
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Since metal prices will rise to profitable levels, capital expended in develop 
ment work can be recovered out of production. The question is, Where to get 
development funds? The domestic operators have been destroyed. Public con- 
fidence in financing mining projects is destroyed, and in any event SEC and 
State security acts prohibit speculative financing; therefore, if domestic mining 
is to be restored it will be necessary for the Government to act as speculative 
banker to the industry, which brings me up to the DMBA, or a similar program 
which is the subject of this letter. 

With certain commonsense working over, the DMEA program can be made a 
very useful arrangement and can go a long way toward beginning to restore 
and strengthen the domestic industry. The weaknesses in the program as now 
set up and administered are: 

(a) The rigid 50-50 ratio of participation of DMEA for development (explora- 
tion) of lead and zinc ore is helpful only to strong operators (who need no help) 
rather than to the smaller operators for whose benefit the Congress authorized the 
program, 

A. The ratio should be flexible, as suggested in my testimony before the 
Select Committee on Small Business. Copy sent you with my letter of 
May 5. 

(b) The instructions by the Washington bureaucrats to the field examiners and 
engineers (1) that they must work secretly, withholding their thoughts, opinion, 
conclusions, and recommendations from the applicant, thus keeping him in a 
costly uncertain position for several months, and (2) that they must or may 
assume to evaluate—see into the earth and calculate in advance of discovery 
what the metal content and value of any hoped for but not yet discovered ore 
body will be, thus assuming to decide by such an absurd yardstick whether 
a DMBA contract should be granted. Absurd as it may seem, the field engineers 
are doing just that; (3) the present scope of the arrangement is restricted to 
the DMEA definition of “exploration” work, which, under DMEA rule, is 
restricted development work. Those fine and dubious lines of demarcation and 
definition should be erased and a sensible miningwise development-financing 
program adopted. 

Administrators located in Washington are too inaccessible to the applicants. 
There should be two DMBA offices—one for the western mining States located 
in the West, and another for the Midwest and Eastern States located at a 
convenient location. 

B, They should be required to administer the program in a realistic 
businesslike manner rather than as a political bureaucracy. 

I have suggested improvements of the DMEA program in my testimony before 
the Select Committee on Small Business at the Denver and Phoenix hearings, 
copy of which testimony was sent you with my letter to you and the President 
dated April 24, 1953. 

As to an administrator or administrators, the present bureaucratie organiza- 
tion should be abolished and a new organization set up. If the present Admin- 
istrator is sympathetic to a new, practical, realistic program, then he should by 
all means be retained in the service. 

I urge you to give serious consideration to these suggestions. 

Respectfully submitted. 

Ratpo R. LANGLEY. 


May 15, 1953. 
Re: Docket DMEA 2463 (lead and zine contract No. Idm—E 390). 
Mr. ©. O. MrrrenporF, 
Administrator, Defense Minerals Exploration Administration, 
Department of Interior, Washington, D. C. 


Dear MR. MITTENDORF: I am anxious to bring about reconsideration of the 
inclusion of the Fortunatus claim in our DMEA contract, as discussed in our 
letter dated May 6, as soon as possible, for economic reasons as well as for 
compliance with the intent of the Congress with respect to opening up new ore 
bodies for future production. 

There is no question whatever but that the Fortunatus claim holds out every 
known element of expectation of opening up an unusually large body of hereto- 
fore unknown or undisclosed base metal ore. No experienced, realistic mine oper- 
ator or engineer would risk his professional reputation by going on record 
otherwise, notwithstanding the examining engineer's cockeyed, unsupported whim 
and theory to the contrary. 
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Time is a very important element, particularly during these dark days in th« 
mining industry, for the reasen that the cost of drifting two ways at the same 
time is substantially less per unit of work than drifting one way—so we wish to 
drift both ways as soon as we resume werk. 

I assume the Administrator has final authority and may overrule or upon 
analysis, decide other than as recommended by a field engineer. I am in positio1 
to and am ready to supply realistic facts and basis for a more correct and logica 
conclusion, preferably by mail, but will come to Washington if desired or if 
necessary. 

The matter is of vital, immediate importance. 

Sincerely, 
ARIZONA MetTaAts Co., 
By Ravpu R. LANGLEY. 


Mr. Hosmer. Are there any other written statements to be accepted 
now? If you are going to testify later, you may submit a statement 
at that time. 

Will you identify yourself for the record. 


STATEMENT OF C. F. WEEKS, EMERALD ISLE COPPER CO., 
KINGMAN, ARIZ. 


Mr. Werks. C. F. Weeks, Emerald Isle Copper Co., Kingman, Ariz. 


Aprit 30, 1953. 
To the Honorable Members of the Small Business Committee of the United States 
House of Representatives: 

There are three basic problems that face the small mine operator: 

(a) To get a price for his products that will make it possible for him to 
operate at a proiit. The answer to this is, that at present, the whole nonferrous 
metal mining industry, including large and small operators, are making a vigorous 
effort to institute a system of sliding-scale import duties adjusted to maintain 
such metal prices. This, then, is a problem not peculiar to the small mine 
operator. 

(0) The small mine operator must find a way to provide himself with sufficient 
venture capital to carry on his business of searching for and developing new ore 
and old ore bodies to greater depth, and to carry him through periods of loss 
due to fluctuating metal prices. 

(c) He must have a just and reasonable application of the Federal income 
tax, to fit the peculiarities of his particular business. 

Under our second heading, there are three main sources from which the small 
operator may secure venture capital: 

1. By the sale of stock to the general public, and primarily to the small in- 
vestor who wishes to take a little gamble in the mining business. 

2. From wealthy individuals who are interested in Investing part of their 
capital in mining speculation. 

3. From the Federal Government in the form of loans, grants, or premium 
prices. 

The source of venture mining capital which for years provided a large and 
steady flow—the sale of stock in mine promotions—has practically vanished. 
This came about at the time that the SEC took over the supervision of the sale 
of securities, and while evidently Congress did not intend—nor does the law 
provide—such measures as have throttled this industry; the administrative 
methods and techniques developed and used by the personnel of this Govern- 
ment Bureau, have effectually stopped practically all flow of this venture capital 
into the mining business. In the Engineering & Mining Journal of April 1953, 
on page 112, Washington Impact, appears the following, and I quote, “Next on 
Senator Malone’s agenda is a bill to break what he calls the Security and Ex- 
change Commission’s stranglehold on the mining industry. Malone claims that 
SEC has the power to determine feasibility of a mining enterprise before author- 
izing the sale of securities, and that use of this authority has killed incentives 
for venture capital in speculative mining projects. Malone has unsuccessfully 
introduced bills to restrict SEC in previous sessions. In all fairness to SEC, it 
must he said that Malone may be exaggerating the agency’s function and prac- 
tice. SEC disputes the Senator’s charges, declaring that it has no authority to 
determine feasibility, and that it has actually shied away from passing on merits 
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f an enterprise. The agency maintains that its test on mining securities is the 
same as on other industry stocks, simply a verification of financial disclosures 
made by the securities’ seller.” 

As far as I know, it is true that the SEC has no authority to determine the 
feasibility of a mining enterprise before authorizing the sale of its securities. 
However, Senator Malone is very right when he refers to the Commission's 
stranglehold on the mining industry, as far as the sale of securities to obtain 
venture capital, is concerned. I have only come in contact personally with one 
mining stock promotion since the SEC took over. Here the SEC actually 
strangled a mining enterprise by its authority over the industry, and this was 
done indirectly so that there was no specific violation of the statute by the 
Commission or its agents. In order to show how this was done, I will describe 
this particular piece of business in some detail. First, let us call attention to 
the fact that the large and flourishing business of the promotion of new mining 
enterprises, providing a large and steady stream of venture capital to the mining 
ndustry, started dying on the vine immediately after the SEC took over the 
policing of the operation. In this particular case, I happened to be the engineer 
n charge at the property. The SEC engineers and various other investigators 
from SEC came repeatedly to the property over a period of 2 or 3 years, during 
which time the company had invested in the property some $250,000 from the 
sale of stock and $150,000 from the sale of ores. During this period, these 
representatives of the SEC admitted to me many times that they were unable 
to put their finger on any fraudulent phase of the operation, but that they were 
positive that there must be something crooked about it somewhere. They gave 
as a reason for this opinion that this man, who was handling the promotion of 
this company, was the “only one in the United States” who was succeeding in 
selling promotional mining stock. They said they had managed to put a quietus 
on every other operation of this nature in the United States, and that they were 
going to stay with this one until they “finally got it where it belonged.” Now, 
of course, it will be readily understood that this procedure on the part of the 
employees of this Government agency had an exceedingly bad effect on the 
morale of this company’s organization—the Government employees probing and 
suggesting crookedness on the part of the company. I haven't the slightest doubt 
that these agents of the SEC were convinced that they were doing their duty 
in the strictest sense. But as far as I-Was concerned, I certainly would have 
severed my conection with the company forthwith because of their activities, had 
I not held a substantial interest in the property. I had no access to the books 
of the company, but I was able to see that the president, who was general 
manager and head stock salesman of the concern, lived in a very modest way 
(and that, at his death, he left no estate). Also, in view of the fact that I 
personally disbursed the funds for payroll and supplies for the property, I 
knew beyond any doubt that very considerable amounts of money were being 
legitimately invested in the mine. 

In other words, the thing that has dried up this source of money for mine ex- 
ploration is not the law, as passed by Congress, but the law as administered, 
and the regulations instituted by this Bureau. The attitude of the SEC in this 
ease, at least, was nothing less than punitive. As an illustration, I give you one 
arbitrary decision which was forced upon this operator. He wanted to use, in a 
prospectus, the report of a very well known mining engineer, who had examined 
the property involved; and, although he had a certified copy of this report, the 
SEC refused to allow him to use it, because the engineer who had written the 
report was dead. Before this promotion was completed, the president of this 
company died of a cerebral hemorrhage. It was later reported to me that the 
stockholders were then advised by their attorneys that they should not attempt 
the continuance of this promotion, because they would almost surely get into 
serious trouble with the SEC, as they were not experienced enough to protect 
themselves against this Government bureau. And thus these stockholders, after 
investing $250,000 of their own money and $150,000 of profit which they had made 
from shipping high-grade ore from this mine, were convinced that, because of this 
Government bureau and its activities, they must lose what they had put in. 

Parenthetically I will state at this point that this was the same mine which 
was later investigation by a field team from the United States Bureau of Mines 
and the United States Geological Survey at the time an application for a Gov- 
ernment loan was made, and these Government investigutors found that this 
property merited Federal funds. 

I question whether now, after all these years, a correction in this situation, as 
suggested in Senator Malone’s effort to change the law, would soon reestablish the 
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condition of a large and steady flow of venture capital into the mining industry. 
The art of promotion, through sale of mining stock, as it was carried on originally, 
is now a lost art, and there will be no experienced personnel capable of taking 
up where the oldtimers left off. Of course, over a period of years, if this SEC 
bottleneck should be entirely eliminated, this source of capital might again 
be developed to its original important place in the small-mine operators’ finan- 
cial setup. 

The second source of venture capital which could be made available to the 
small-mine operator immediately and efficiently would be from wealthy individ- 
uals who are interested in investing a portion of their capital in mining specu 
lation. The reason that this capital is not availble now is because of the Federal 
income-tax situation. On an average, the capitalist in this category wants to 
operate through the medium of a corporation, an instrument with which he is 
familiar. Therefore, the ordinary income from the mining operation is imme- 
diately reduced by a Federal corporate tax of 52 percent. Then, since this class 
of capitalists is already in a high bracket with their personal income tax, they 
will pay on the dividends they receive from the corporation a tax amounting 
to anywhere from 40 percent to 90 percent, so that in actual fact they will be 
paying a total Federal income tax of from 75 percent to 95 percent of the net 
operating profit from the property. Now, there are no speculative mining opera- 
tions that I know of, available to the small-mine operator, which will stand any 
such deduction as this for the “house.” Nor have there ever been. I am in- 
formed that in the parimutuel horserace business the deduction for the house 
and taxes is something like 12 to 15 percent; and they tell me that in Las Vegas, 
at the crap tables, the house percentage is only 4 percent of the bets made. Is 
it any wonder, then, that the small-mine operator gets small shift when he goes 
to this source for his venture capital? There are very few wealthy men who 
are willing to make an investment under these extremely adverse conditions. 

In order to overcome this roadblock in the flow of financing from this source, 
we read that in Canada, a 3-year moratorium on Federal income tax is granted 
to new mining operations. During the first 3 years of production, a new 
mining operation is entirely exempt from Federal income tax on the profit 
recovered. It is then carried in the usual way on the income-tax rolls. From 
what I read, I notice it is the opinion of a good many people in this business 
that the present boom in mining in Canada is, to very considerable extent, due 
to this provision of the income-tax law. It would be my recommendation, there- 
fore, that an amendment to our income-tax law be instituted that would provide 
for such a tax moratorium on new mining operations in the United States, and 
T am firmly convinced that this change in the income-tax law would have an 
almost miraculous effect on providing venture capital for the small-mine operator, 
and that it would be immediate in its results. And, furthermore, in the long 
run, would materially increase the tax income of the Government from the 
mining industry. 

Under the third classification, we have the matter of Government loans and 
grants, premium prices, ete. This source of financing has been given a rather 
thorough workout by the small-mine operator and the various bureaus which have 
been concerned wtih the matter, and the results, of course, are well known. They 
have been on the whole very ineffectual and, in many cases disastrous, for the 
small-mine operator. To illustrate the effect of one of these “bottles with the 
bureaus,” I will outline an experience of my own which well illustrates my 
point. At the time an application for a loan was made—on January 5, 1951— 
to the chairman of the Operating Committee of the Defense Minerals Admin- 
istration, there was blocked out on the property in excess of 700,000 tons of ore, 
which could be profitably produced once the plant was completed, at an estimated 
cost of approximately $360.000. 

On March 20, 1951, the Bureau of Mines at Tucson sent engineers to inspect 
the property. Then there was correspondence over a period of 2 years in regard 
to this matter, with various bureaus and branches thereof, from Tucson to Salt 
Lake to Denver to Washington. At the time that the field team made the investi- 
gation, I furnished them with very complete data based on previous operations 
of the property, and was assured by them that I would receive, immediately upon 
its completion, their report of their findings. When I had repeatedly tried to 
secure a copy of this report, I was informed that it had been “classified” and was 
therefore unavailab'e. I think that you gentlemen will smile when you hear 
that, as I have heard that you, also, have encountered a good deal of “classified” 
material in the administration’s files. I presume that since the FBI had not 
checked my security record, I was not entitled to this report on my own property. 
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At long last, on September 12, 1952, a letter was received from J. B. Gowen, 
Chief of the Copper Branch, DMPA, giving me for the first time the information 
necessary to complete my application, and finally, on March 17, 1953, after con- 
siderable effort had been made—and money spent—in securing the additional 
information they wanted, Tom Lyon, Director of the Domestic Bxpansion Bu- 
reau of DMPA, advised me, quote, “No further floor-price contracts for new 
copper production are contemplated, so we are therefore withdrawing your 
original request for a loan, Docket No. DMA No. 374.” 

To sum up this loan fiasco, the application made January 5, 1951, was arbi- 
trarily withdrawn 2 years and 2 months later, during which time I was estopped 
from doing anything whatever with the property, except to maintain the title. 
I was informed that should I alter the physical condition of the property or 
change the inventory of equipment—which had been supplied to the field team— 
that my application for a loan would be automatically invalidated. And this 
is the way these Bureaus in charge of this part of the defense effort went about 
obtaining approximately 17 million pounds of copper that was blocked out—and 
possibly an additional 17 million pounds—from this property. During all this 
period, copper was in extremely short supply throughout the world; also, during 
this time, several loans in very large amounts were made to open up various large 
mining properties, one as reported to the Magma copper people for their San 
Manuel mine in the amount of $95 million. My property, according to the esti- 
mate of the plant construction concern with which I conferred, could have 
been put in production in from 5 to 6 months from the time that the work was 
started. As far as I know, not a single pound of copper has been produced, up 
to the present time, by any of the large properties for which these loans were 
arranged by the Bureaus. 

Now, I do not recite this series of events with the idea of criticizing the per- 
sonnel of the Government Bureaus involved. As a matter of fact, I have been 
informed by friends ard acquaintances that Mr. Young, in particular, is a very 
able administrator, and that within the limits of his powers was very sympa- 
thetic and helpful to the small-mine operators who contacted him. I am ac- 
quainted with Tom Lyon, and I can say that I hold him in high regard and 
believe him to be a man of the highest integrity. However, I want to show that 
the small-mine operators’ needs cannot be properly supplied by the type of aid 
which was supposed to have been given under the laws passed by Congress to 
meet the emergency arising out of the Korean action. It happens that I have 
several friends and clients in this situation. A couple of operators near King- 
man who made price arrangements with these same Bureaus were seriously in- 
jured when their price support contracts were terminated, at the time when the 
ceiling price on copper was removed. 

The point I want to make is that the Government Bureaus having jurisdiction 
over the mining business are in no way qualified to cooperate with and assist the 
small-mine operator. It is absolutely beyond the capabilities of the personnel 
of these Bureaus to properly evaluate and handle the situations as they develop. 
I am quite sure that there is not a mining engineer connected with any of the 
Bureaus involved in this situation who has ever shipped a car of ore to the 
smelter for his own account—one that he dug himself or with his own money. 

It is my intention to develop here the premise that the most logical and just 
way to save the small-mine operator from destruction is through the medium of 
correction of the Federal tax structure, as it applies to him. In order to develop 
this subject properly, I feel it necessary to lay some groundwork, with a view 
to showing the fundamental nature of the small-mine operator's business. 

To begin with, the small-mine operator is in a class by himself, from a business 
and financial standpoint. When he undertakes the operation of a property, he 
usually acquires possession under what is locally known as a “lease and option.” 
He goes on to the property with what equipment he has, and due usually to a 
shortage of capital, must put the operation on a paying basis almost at once. 
Under his lease and option, he pays a royalty to the owner, the amounts so paid 
applying on the purchase price of the property, which is generally plenty high, 
due to the fact that most mineowners are optimists, or they wouldn’t be mine- 
owners. If he is reasonably successful, usually he will work the property to a 
conclusion, as far as he is concerned, in a matter of 2 or 3 years, for the reason 
that he does not have the capital to develop the property at depth, or the price 
of metal drops, or some other contingency arises, beyond his knowledge at the 
time of the inception of his enterprise. 

And so, he has paid to the owner several thousand dollars, which is a capital 
investment as far as the operator is concerned, for income tax purposes. But 
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since he cannot finish paying for the property, and since he cannot continue to 
operate it, he, of necessity, forfeits his lease and option and his capital invest- 
ment in the property. Then, after several months or several years, he manages 
to find another opportunity, and gets together sufficient capital to make a new 
start, and this goes on through his entire experience. In other words, from an 
income tax standpoint, he has “ordinary income,” and capital losses, but since 
he is not a mine broker, nor experienced salesman of mines, but rather an 
operator, he almost never makes a sale of a property. In the first place, as long 
as it is profitable for him to operate it, he continues, and when that condition no 
longer exists, it is certainly the wrong time, from a psychological standpoint at 
least, to sell it. So he loses his capital investment in the property ,and a con- 
siderable portion of his investment in improvements, because the salvage value 
of mine equipment, and/or other improvements, such as roads, ete., is a very 
sinall percentage of his original investment. 

To summarize this phase of the small-mine operator’s problem regarding the 
loss of capital investment, I will outline the situation that occured in a typical 
case in my experience. During 35 years, most of which was spent in small-mine 
operations, capital investments of the kind above described, were made and lost, 
of something like $700,000, with capital gains over the same period of less than 
$50,000, and an operating profit, before taxes, of $350,000. (This took place 
largely before 1940; since then business has been bad). These ratios, I am sure, 
are typical of the small-mine operator’s experience on an average. 

In other words, the ordinary income—and capital gains and losses—classifica- 
tions of the Federal income-tax regulations, while they may apply with fairness 
and justice to the average small and large business, work a very great injustice to 
the small-mine operator, because he almost never has a capital loss that can be 
offset by a capital gain for tax purposes. The small-mine operator, for instance, 
spends as much as 7 or 8 years, in some cases, looking for a suitable operation, 
during which time he is financed by various means, such as help from relatives 
or working part time for major mining companies or profit from his last opera- 
tion. And, finally, when the big day arrives, and he makes a profit of maybe 
$50,000 or $100,000 in 1 year, he is treated exactly the same taxwise in that year 
as the man who has been making a@ike income every year for the past 7 or 8 
years, 

In other words, the small-mine operator with his 1 mine is handled in the same 
way as relates to Federal income tax as the large mining company with maybe 
25 or 30 mines. These large mining companies have what is called by the tax 
men “ordinary income,” and it is correctly classified as such. However, due to 
the fact of the extreme irregularity of the income of the small-mine operator 
from mining operations, spending as he does many years living off his fat looking 
for a mine and then making a comparatively large profit in 1 or 2 years, his 
profit, when he makes it, is in reality—from his standpoint—a capital gain and 
a long term one at that. During the average small-mine operator’s life, he makes 
very little profit that should rightly be classified as ordinary income, but in fact, 
under the present tax law, he makes very little else but ordinary income. If his 
operating income were to be classified as a long-term capital gain, which it 
really is, he would then have a deduction of 50 percent from his income before 
figuring his tax, which would make a fair assessment against him. 

Also, let’s go into the matter of depletion, and compare percentage depletion 
as applied to the small-mine operator with the large mining company with 50 
years of ore reserves. In this respect, they have the same treatment under the 
law ; they are allowed 15 percent depletion. And that obviously is an extremely 
inequitable application of the principle of depletion. Nothing could be any more 
unfair than that. We understand that the oil industry is allowed 274% percent 
depletion, the reason being given, as we have read, is that oil wells have a com- 
paratively short duration of production compared with some of the large copper 
deposits which have 50 years of ore in reserve. But how about the small-mine 
operator with 30 days or 1 year reserve, and, incidentally, the small-mine oper- 
ator with 6 months’ ore in sight is the exception rather than the rule. It is 
quite evident that a sliding-scale depletion allowance, based on the life of the 
operation, should be instituted, giving the short-time operation the benefit of 
much higher depletion allowance. 

To summarize: The small-mine operator is a rugged individualist, and he 
must be by the very nature of the business he conducts and the way that he must 
do it. He, therefore, is not interested in gifts of any kind from the Government 
or any other source. What he wants is an even break with the large mining 
operations and with the other business of the country from a tax—and protec- 
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tive tariff—standpoint and in his contact with the various branches of the 
Government. 

The point is*this: That what we need is law that will assist the small-mine 
operator, not only because he is a citizen and a taxpayer, but because he is the 
man who has found and developed in the early stages 999 out of 1,000 of the 
large long-term productive mines in the world. And if we in the United States 
wish to continue to find more ore and conduct the necessary initial development 
of our mining resources, we are going to have to do something about this situa 
tion or in a short time the small-mine operator will be as extinct as the dodo 
There are at present less than 10 percent of his class left—of the original crowd 
that ranged our western country 30 or 40 years ago—and in Mohave County 
there are at least 20 properties with ore in the bottom which need development 
for the benefit of the defense effort and the country as a whole. But only if 
the small-mine operator can get the finances and be protected to some reasonable 
degree from the punitive operations of the various Federal bureaus with which 
he comes in contact can this be accomplished. 

Recommendations: In view of the foregoing, I believe that the most logic 
and simplest way to protect and further the interests of the small-mine operator, 
and therefore of the entire mining industry, is to produce by legislation, direct 
and specific, an atmosphere in which he can function efficiently. I would 
recommend the following additions to the income-tax law: 

First. In cases where the small-mine operator has invested his time and 
capital over a period of years in finding and putting into operation a mine, he 
should be allowed to take what is now classified -as ordinary income from the 
operation of the mine as a capital gain, thus giving him a 50 percent deductio 
to take care of the years he has spent in preparation. Otherwise, 
way of providing against the capital loss which he almost surely 
the termination of the operation—or from his previous one 

Second. He should be allowed a sliding-scale depletion allowance 
on the basis of the length of time over which the production and prt 
operation takes place. 

hird. New operations should be granted a 3-year morato 
income taxes, such as is done in Canada at the present time. 

In conclusion, it is my considered opinion that with changes of 
Federal income-tax law, aud a reasonable arrangement of some kin 
scale import duties on metals, that the small-mine operator will take 
and rightful place in the future development of the mining indus‘: l I 
country. Without risk capital, the mining industry of this or any other country 
will die on the vine. Big-mine operators cannot save it; they have never found 
any large proportion of the new mines—and there is no reason to expect { 
ever will. 

Thank you. 


ii 


C, F. WEErKs. 
Mr. Hosmer. Would you identify yourself for the record? 


STATEMENT OF PAUL H. HUNT, VICE PRESIDENT AND GENERAL 
MANAGER, PARK-UTAH CONSOLIDATED MINES, PARK CITY, 
UTAH 


Mr. Hunt. Paul Hunt, vice president and manager of the Var! 


Utah Consolidated Mines Co., in Utah, Park City. 


STATEMENT OF PAUL H. Hunt, Vice PRESIDENT AND GENERAL MANAGER, PAarRK-U14 
CONSOLIDATED MINES Co., PARK Ciry, UTAH 


Mr. Chairman, members of the committee, and gentlemen, I represent one of 
the small but persistent producers of lead-zine ores operating in the Park City 
mining district of Utah. Our annual production in recent years averages betweci 
10,000 and 15,000 tons of these 2 metals with a crew of 350 to 400 men. We have 
some 9,000 stockholders scattered through nearly every State of the Unio 
The Park City district has, since its discovery in 1872, produced 15,590,000 tons 
of ore, having a net smelter value of $384,810,000. At no time since its discovery 
in 1872 has there been a complete shutdown of all mines and in the judgment 
of geologists, engineers, and operators, the district under normal conditions of 
balance between prices and costs, has many years of life ahead of it. 
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Right today, however, only one mine is still operating, which is the lowest 
record in the history of this 80 years of continuous operation. 

Working under high pressure and a tight schedule as this committee is doing 
it would be an imposition to burden you with data already furnished or waste 
your time with long arguments. However, if anything is omitted or not made 
clear, I shall be glad to answer any questions I can. 

At your meeting in Denver a week ago, representatives of the Mine, Mill and 
Smelter Workers Union strongly urged a return to the premium-price plan, more 
er less as in World War II, for the encouragement of small mineowners and 
prospectors. 

A very similar bill to that proposed in Denver, was 8S. 2105 introduced in 
the first session of the Sist Congress on June 17, 1949, by Senators Hayden, 
McFarland, and Malone. We in Park City and throughout the West generally 
gave S. 2105 our full support. However, we went up against a stone wall of 
opposition that subsidies paid any industry in peacetime are economically and 
fundamentally unsound. I believe such opposition would be even stronger today. 

When the entire lead industry of this country, large and small producers 
alike, is either shut down, contemplating a shutdown, or in uncertainty as to 
how long they can continue operations, we must adopt some other approach than 
a premium price plan for small mines and prospects. 

With the deplorable situation of the small miner, owner, and prospector, and 
with the utmost sympathy for them, I still think the greatest help that could be 
given them would be the assurance there is a market for his ores in this country, 
if he is successful, at prices that will yield a reasonable profit. Without this, 
all the assistance that might be given him is valueless. 

The testimony of Messers. Travis and Larson at your Denver meeting, favoring 
legislation for a premium-price plan, does not by any means represent the 
thinking of organized labor in Utah. For example, the United Steelworkers 
of America who are the bargaining representatives of the lead-zine miners in 
that State, have had their economists and statisticians from their headquarters 
in Pittsburgh going over the situation since early in the year. As a result 
and entirely independent of the ideas of management, they came to the con- 
clusion the legislation embodied in H. R. 4294, the sliding-scale tax on lead-zine 
imports when the domestic price for these metals is below 15% cents a pound, 
had the most likelihood of passage and would provide the most stability of em- 
ployment for the membership of their union. As proof of this decision, three 
members of this union from Utah are now in Washington and will appear as 
witnesses at the hearings before the Ways and Means Committee on H. R. 4294. 

On the last page of this brief there is a tabulation of data from the Paley 
Commission's report relative to the production and consumption of copper, 
lead, and zine in the United States and the free world exclusive of Russia 
and the satellite countries fof the year 1950 and the estimated production and 
consumption of the United States and the free world for 1975. 

You will see in table I, the United States in 1950 was an average of 66% per- 
cent self-sufficient in these three metals and it is estimated we shall be only 
19 percent self-sufficient in 1975. Also, the primary production of these three 
metals combined, it is estimated in this 25-year period, will show a decrease of 
only 8 percent; that is, the report estimates doniestic production will maintain 
its production of 1950. 

You will also note in table II, it is estimated if the demand for metals in the 
United States and the free world are to be satisfied in 1975, the free world 
must double its 1950 production. In the text of the report it is frankly stated 
the capital required for this doubling of foreign production must be furnished 
largely by the United States. 

The Paley report assumes, therefore, our domestic industry will continue to 
produce metals for the next 25 years at about the 1950 rate of production, even 
though tariffs are entirely removed and regardless of what may happen to 
prices. In your hearings you have been given data showing what the increased 
importations of lead-zinc in 1952 over 1951 have done to domestic prices. 
Doing away with all tariffs will add still more incentive to increased imports, 
lower domestic prices, and consequently drastically decreased domestic pro- 
duction. As far as reliability to predict 25 years hence, the authors of this 
report have fallen flat on their faces in the first 6 months since the report 
was published. 

Every ton by which domestic production may decrease, by that much, increases 
our dependency upon foreign sources. By the recommendations of the Paley 
Commission, if carried out, it is inescapable that some very large share of the 
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apital invested in domestic mining must be written off. The report does not 
dmit this, but the experience of the past year admits of no other alternative. 
For every $1 we must write off from our investment in domestic mining, we 
must invest another in foreign mining, and we have not entirely forgotten what 
has happened in Bolivia and Iran. 

This rash, theoretical experiment to which the Paley Commission would 
first commit us (doing away with all tariffs on metals) is striking at the 
Achilles heel of our future economic health and safety. With out 74% percent of 
he world’s population consuming 45 percent or more of the world’s supply 
of metals, this indifference as to the fate of the domestic mining industry in 
the report and this eagerness to build up the foreign industry regurdless of 
how dependent we may become, is disturbing to say the least. 

True, the Paley report dangles before us the hope we may be able, as our 
lependency increases, to buy these metals abroad cheaper than they can be 
produced at home. If so, this hope is contrary to all our past experience. We 
ave at times been dependent on foreizn sources of supply for essential materials 
'o name only a few—potash, quinine, camphor, diamonds, crude rubber, coffee. 
Lid the cost of production of these commodities bear any relationship to the 
prices we were forced to pay? Not the slightest, and our foreign suppliers 
through cartels controlled production and price to earn the maximum protlit. 

The law which determines prices is not the cost of production, but the need 
of the buyer. A good example is the recent behavior of copper and lead-zine 
prices. In 1952, demands for copper exceeded by some 10 percent available 
supplies, with the result foreign copper was held at 361% cents while our 
domestic prices remained unchanged at 24% cents.’ A 10-percent insufficiency 
caused an increase of 50 percent in price. In the other direction, lead-zinc was 
in somewhat excess supply over demand, approximately 10 percent, with the 
result lead-zine dropped some 40 percent in price. This thin margin of insuffi- 
ciency or excess of supply over demand is multiplied in determining price from 
4 to 5 times. 

We can exercise no control over foreign production or prices even though 
every dime required to produce a commodity is American money. The only 
control we have is through our own domestic production. Yet we are urged 
by the Paley report not to be concerned about whether the domestic industry 
survives or perishes, let it take its chances in competition with some of the 
world’s poorest paid labor and in some inscrutable way, whichever may win— 
and this is a matter of indifference—it will all work out for the best. 


Excerpts from Paley report. Copper from graphs p. 58 without allowance for scrap. Lead 
from figures in vol, LI including scrap in both production and consumption in United State 


I, UNITED STATES PRODUCTION, IMPORTS, SCRAP RECOVERY, AND CONSI 
199 AND ESTIMATES FOR 1975 


(Thousand short tons] 


Con- Self- 
Scrap | Imports) sump- suffi- 
tion ciency 


Produc- 
tion 


Produc- 
tion 


Copper 900 | 
Lead | 430 | 


Zine 618 


1 In 1950 imported 100,000 tons copper from foreign stocks. 
? In 1950 imported 250,000 tons zine from foreign stocks. 


NoTE.—Average change for 3 metals: United States primary production, —8 percent; United States total 
consumption, +47 percent. 
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ll. FREE WORLD PRODUCTION, EXPORTS TO UNITED STATES AND CONSUMI 
FOR 198 AND ESTIMATES FOR 1975 


1950 


: = Exports | » , Con- | Export 

| Produc-| gerap | Exports produe- | PFedue-) geran | Exports| sump- | produ 
tion : tion . 

tion tion | tion 


Percent Perce 
Conner 6 270 1, 350 17 3, 300 1, 000 2,3” : 
Lead / 565 840 46 2, 400 900 1,590 3 
Zine , 31 382 1, 061 29 2, 500 Le 800 1, 700 


NorTE Average change for 3 metals: Free world primary production, +97 percent; free world tota 
consumption, +69 percent, 
III. UNITED STATES PRODUCTION AND CONSUMPTION COMPARED 


Consumption plus scrap 


ae | ’ 
1975 | Change | Percent 


IV. FREE WORLD PR¢ UCT . MPTION COMP 


Mr. Hosmer. Will you identify yourself for the record. 


STATEMENT OF MRS. ETHEL SCHELL LARSON, RED BLUFF MINE, 
GLOBE, ARIZ. 


Mrs. Larson. Ethel Schell Larson, for the Red Bluff mines, uranium. 
Mr. Hosmer. Do you desire to submit a statement? 

Mrs. Larson. I do. 

Mr. Hosmer. Thank you, Mrs. Larson, it will be accepted. 
(Statement follows :) 


Uranium miners in southern and central Arizona, in order to ship ore, are 
forced to high-grade their deposits because of freight rates. 

For example, the best rate from Globe, Ariz., based on ore valued at $20 or 
less per ton or 0.20 ore; which is the average grade delivered to the buying 
depots, amounts to more than 83 percent of the net return. 

The freight charges on 0.30 ore is in excess of 56 percent of the net return. 

Those mines that are located within 100 miles of a receiving depot are able 
to include ore with a uranium content of as low as 0.10 along with their high 
grade ore and in this manner can obtain an allowance for freight of $3 per pound 
of uranium. 

By contrast, those who are located several hundred miles from the depot and 
whose freight rates are too high to ship lower grades are forced to ship 0.50, 
receive only 60 cents per pound freight allowance uranium in 0.50 ore. The 
buyer receives 0.50 ore for 45 cents less per pound than he pays for 0.20 ore and 
only 5 cents more per pound than for 0.10 ore, near the 100 mile limit. The 
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treatment plant handles less than % of the tonnage to make the same recovery. 
The railroad also collects an additional $2 more per ton on the 0.50 ore. 

One example is the Red Biuff mine. The ore in the deposits that will run 
0.50 are limited and can only be mined at a much higher cost per ton. In order 
to mine 1 ton of 0.50 at least 2 tons of 0.15 must be broken and that will not pay 
the freight. 

Therefore, the operator is faced with the problem of either giving the ore 
away or sorting and stockpiling it, hoping that it may be worth something at 
some future date. 

This discovery and several others were made over 3 years ago and for the past 
18 months intensive efforts have been made to find a feasible market without 
success. 

We believe it is evident from the above facts that uranium cannot be profitably 
mined in this area under the present market set-up and the existing conditions 
tend to discourage the development of uranium property. 

No general development can be done without the assurance of a market. 

Erner Scueit Larsen 
Red Bluff Mine, Globe, Ariz. 

Mr. Hosmer. Are there any other written statements? 

The first topic we will take up is the public-land laws. I wish 
particularly to request the witnesses in connection with the public- 
land laws to submit everything they possibly can in the form of 
writing, because the whole publie- land-law’ testimony that is taken 
today will go directly to the Interior and Insular Affairs Committee 
for their action. 

I imagine that many of you will appear before the Public Lands 
Subcommittee of the Interior Committee when a specific matter comes 
up of interest to you. 

There are two witnesses scheduled from the Builders Supply Corp. 


on this public-lands law. If you gentlemen can get together and 


one of you submit the oral testimony and follow it with written testi 
mony, we would appreciate it. That is the case of any other duplicat: 
representation here today. 


STATEMENT OF JOHN H. PAGE, ATTORNEY AT LAW, PHOENIX, 
ARIZ. 


Mr. Hosmer. Will you identify yourself for the record, Mr. Page 

Mr. Paar. John H. Page, ~ hoenix, Ariz. Ihave been in the public- 
land-practice business for 43 years. I graduated from Harvard in 
engineering, and shortly thereafter got into trouble with the Forest 
Service. That led me into land practice, which I have followed 
constantly for 43 years. 

I have appeared before committee meetings in Washington. My 
principal effort there was with the Taylor Grazing Act, which, when 
first passed, barred practically every other public-land law from op- 
eration. I was the only one appearing before the Senate Public Lands 
Committee. 

Mr. Hosmer. May I ask, Mr. Page, if you will go directly into the 
subject? I think we are familiar with your record. 

Mr. Page. I just wanted to qualify myself and then I am going 
to be very brief. It is hard for me because I could talk all day to 
you gentlemen. They told me to write an amendment of section 7 
in the Taylor Grazing Act and present it to their technicians. The 
result was we got it possible to have the other public-land laws ap- 
plicable again, by the amendments of 1936. 

34376—53——26 
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I will make only the general statement that in view of my long 
experience and considerable knowledge obtained thereby, as a gen- 
eral thing I am opposed to any changes in the public-land laws. ‘The 
laws have been adjudicated, both by the Department and by the courts, 
and every time there is a chs ange, Congress gets in other “things that 
complicate the matters. 

There is an instant right now. We all admit that something may 
be necessary in the way ‘of protecting against invalid mining claims, 
but the Anderson bill—what we call the Anderson bill—goes so far 
that it would just make the Forest Service, the people, to run legiti- 
mate miners out of business on forest lands. 

There are things that need to be done. But whenever we try to 
start one little thing, then they go so far that they are going to upset 
the whole program of land administration, which is a definite thing 
as far as the Interior Department is concerned and has been, with the 
few exceptions, some of them rather recent, administered better than 
any department of the United States that any of us have ever come in 
contact with. 

I express the hope that if there are any changes in public-land 
laws that they will be just the few that are necessary and that do 
not go into a great big c: ampaign of changing everything so that the 
whole business of land acquisition, which we need for development, 
and mining acquisition, is all put into a turmoil and harass us and 
prevents and retards our development out here which is going so 
fast. 

My statement will conclude that generally I am opposed to any 
changes in the public-land laws. If a few good ones could be made, 
fine. But when they start that, there is danger. 

Mr. Hosmer. Thank you, Mr. Page. 

Do you have any questions? 

Mr. Mouurer. No. 

Mr. Hosmer. You are reminded, Mr. Page, of your opportunity to 
submit additional information to the committee in writing. 

George R. Monagan, did you wish to testify ? 

Mr. Monacan. No; I do not. 

Mr. Hosmer. You may submit a written statement later if you 
desire. 


Mr. Gilbert E. Olson? 


STATEMENT OF GILBERT E. OLSON, VICE PRESIDENT AND 
TREASURER, BUILDERS SUPPLY CORP., PHOENIX, ARIZ. 


Mr. Orson. I am vice president and treasurer of the Builders 
Supply Corp. 

Mr. Hosmer. You are located where? 

Mr. Orson. Headquarters in Phoenix, Ariz. 

Mr. Mutrer. What is your name? 

Mr. Oxson. Gilbert E. Olson. 

We are the largest manufacturers of lightweight building bricks 
and blocks in America. We have three plants: one in Calipatria, 
Calif. ; one in Phoenix, Ariz.; and one in Albuquerque, N. Mex. Cur- 
rently we are using between 10 and 12 and as high as 15 carloads of 
lightweight pumice for the use of building material. We are defi- 
nitely opposed to any changes in the act as it now stands. 
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We will admit, however, that there have been certain violations of 
the act which have caused some trouble, but as a whole the act is 
workable. We are currently in the process of developing a new 
building material which will be very vitally necessary to the problem 
of our atomic shielding, wherein we are going to use a lot more of 
the nonmetallic minerals thar we ever dreamed of u sing before. 

We are currently developing a building block and brick that will 
absorb the alpha, beta, and gamma rays, and it calls for a lot of our 
nonmetallic minerals to be used in this construction material so that 
we can build a protection for the atomic age that is coming. 

Further than that, also, we are vitally interested in a great many 
of the nonmetallic minerals which are directly affected by this act in 
the modern construction materials involving the lightweight concrete 
field. We are particularly interested, as I ‘have said before, in these 
materials because of their advanced type of material, their need in 
the industry, and the fact that we in the construction field, construc- 
tion business, are going to lightweight materials much the same as 
your automobiles, your ‘trucks, your trains, your airplanes, and every- 
thing else. 

Tremendous economies are affected when we can use lightweight 
minerals such as pumice, cryolite, aluminum, and quite a number of 
others that are in the development stage. 

We are not the only ones who are vitally interested in this field. 
One of the largest corporations in the construction industry has only 
recently come into the lightweight concrete field, and that is the 
United States Plywood Corp., who have recently taken on a license 
for the new Swedish process of making the Sibretz method of light- 
weight concrete, which involves the use of silica sands and aluminum, 
especially. It is a most revolutionary building material. The cost 
of developing properties and minerals to be used in this application 
is very high and requires a lot of expenditure on the part of the firms 
who use the material as well as a lot of time and money to make the 
materials available in great enough quantities and at low enough 
costs to enter in the construction field, which, after all, is the backbone 
of our national economy. 

That. is it. 

Mr. Hosmer. May the effect of your testimony be summarized in 
that you feel that the principle of the present mining laws is conducive 
to expanding the production of certain lightweight minerals in the 
new field of development that you are participating in? Is that 
correct? 

Mr. Orson. I very definitely do. The act is workable the way it 
is. We have been able to go out and develop new properties and 
work with the miners out in the field for the use of materials that 
they find. If we remove that initiative and that possibility of having 
those fellows go out and work these lands, knowing that they can 
get protection, we are going to practically shut the door to our prog- 
ress in the construction industry. 

Mr. Hosmer. You are a consumer and not a producer of these? 

Mr. Otson. I am both. We have operations of our own as well 
as buying a lot under contract. 

Mr. Hosmer. Do you have any questions? 
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Mr. Muurer. I am interested in what you said about the United 
States Plywood putting into use this new Swedish process. Will that 
broaden the domestic use of the minerals we produce here? 

Mr. Orson. Very definitely. It opens up a complete new chapter 
in the construction field. I spent last swmmer studying the Euro 
pean methods of construction and traveled extensively in Europe, and 
was partly instrumental in getting the Swedish system brought to 
America. The United States Plywood Corp. has taken it on, open 
ing the first plant at Long Island, another one at Chicago, and another 
one at Los Angeles to be followed afterward by strategic location 
which are going to directly effect a rather national picture in the 
construction field. So it is nothing that is local; it is something that 
applies nationally as well. 

Mr. Murer. I think the thing that is of importance and of interest 
to the people throughout this area, however, is that it is not going 
to bring in foreign materials to compete with what we are producing, 
but it is a method of enlarging the use of what we can produce here 

Mr. Orson. That is very true. Before we entered, for instance, 
the field of pumice, this material was lying dormant up in the hills 
here, and no one knew what to use it for. Now we are using, like 
I said before, 10 to 15 carloads daily of the material that was never 
even used before. We have a lot of low grade heavy ores that, in the 
new atomic building material, for shielding purposes, we will be able 
to use which before we were never able to use from the standpoint 
of refining and commercial aspects in the refined metals. But we 
can use them in the building block industry and building bricks. 

Mr. Muvrer. Are the Federal departments giving the peopl 
through this area the benefit of their research in that field? 

Mr. Oxtson. Yes, we are. We happen to have our own research 
laboratory with a doctor of physical chemistry in charge working 
closely with our Federal and State departments and with the Atomic 
Energy Commission. It is amazing some of the things that are de 
veloping in that field. We must always remember that in the advance 
of our modern warfare, more deadly techniques, we also build up a 
defense. 

We are interested in building up that defense cycle just like in the 
First World War when we had the gas warfare. We built up a de 
fense with a very common ordinary thing called charcoal that would 
annihilate the really deadly effects of the gases. 

Mr. Mutrer. At the same time, when building up our defense we 
are not overlooking the fact that these same things can be used for 
peaceful, civilian pursuits? 

Mr. Orson. Very definitely. At the present time there are 86 
firms using atomic energy for supplemental power and in their vari 
ous processes. It is just a matter of time before we will be using 
a lot more of it. Of course, one of the big problems is the shielding 
of the pile. 

Mr. Hosmer. Those metals, the lightweight minerals, are primary 
shielding? 

Mr. Orson. They are lightweight and heavyweight. We are in 
terested in boron, chromium, low-grade lead, some of the hemotites, 
and things like that. We use both extremes in the field. One of 
them is for lower cost of construction and the other one is for a 
specific purpose of shielding against atomic attack, or shielding against 
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radiation in commercial fields, and commercial applications of our 
atomic power. 

Mr. Hosmer. Thank you, Mr. Olson. 

I believe that is the first time we have heard testimony of that 
p ticular nature. 

Mr. Paul Thomas? Do you wish to submit your statement in 
writing ¢ 

Mr. Orson. I am substituting for both. 

Mr. Hosmer. Mr. Byron Mock? 

Mr. Mock. I did not ask to testify, Mr. Chairman, but I will if there 
are any questions about the Bureau of Land Management. 

Mr. Hosmer. Mr. H. E. McCray ? 


STATEMENT OF H. E. McCRAY, MINING ENGINEER, 
DEMING, N. MEX. 


Mr. Hosmer. Will you identify yourself for the record. 

Mr. McCray. H. E. McCray, of Deming, N. Mex., mining engineer. 

Mr. Hosmer. [ will ask you if you will speak as loudly as you can, 
because I am sure the folks here are interested in your testimony. 

Mr. McCray. I am an individual mine operator. I have been in- 
terested in fluorspar, lead-zine, and at the present time in manganese, 
I have been operating in engineering for about 46 years throughout 
the West. My experience leads me to one thing. I am utterly opposed 
to any changes in the mining laws, while we recognize that there have 
been some infringements, but that is chiefly due to the fact that there 
is a lack of proper enforcement of the laws as written. 

Also, I do not believe that it is right to criticize or to put in a state- 
ment without a suggestion of overcoming it. The chief reason for 
the Bureau or the industry is the location of claims along the high 
ways for hotdog stands and so on and so forth. That is one of the 
biggest infringements that is causing a lot of trouble. I don’t see why 
there couldn’t be a business lot or a 5-acre property or something ar- 
ranged for location and patenting where those things are neces ary, 
even on the forest preserves, for home sites or for business sites. 

After patenting they would be put on the tax roll of the State and 
the county and be a larger income for the State than they would be 
as grazing land. 

Also, 1 am opposed to the transfer of the mining locations to the 
Agriculture Department. Throughout New Mexico, especially, we do 
not have any difficulties with the Cattle Growers Association, but still 
the chief difficulty there is for rental grazing land. 

Personally, I have a bunch of mining claims in the heart of a large 
ranch where ‘they have several hundred head of cattle. I have been 
pumping some 250 or 300 gallons of water a minute ut of the mine. 
That runs down over the arroyos some 314 or 4 miles. The water is 
warm. Even in the wintertime we do not have any freezing. The 
result of it is the cattails and the grass is growing there, and the 
cattleman grazes from 25 to 30 head there all the time, during the 
winter and during the summer. 

The cattleman keeps changing those back and forth, hove cattle. 
My chief difficulty there was that he wanted to put in a tank for water 
I told him that he was perfectly welcome to do so, but where he 
wanted to put it was right in the midst of my camp. That meant that 
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the cattle would be around he campsite at he mine. He objected to not 
being able to doit. Finally he went to the Land Management and th: 
told him to leave the wildcat water alone. 

We could fence it off, but I do not want to do that. The mining 
industry and the mining individuals are entirely cooperative with 
the grazing people, but ‘there is friction there all the time. I am 
afraid that the complication would be enhanced by putting it into 
the Agriculture Department. I do not see why—another suggestio: 
The production of natural resources in the United States isn’t larg: 
enough to warrant its own representative in the Cabinet, as has be: 
suggested by some. 

When the mining industry is done, the rest of the economy of th 
United States is done, The laws as written have produced and re: ally 
have developed the West, and the individual incentive that is implied 
when we can locate a mine or locate a piece of ground and go ahead 
and develop that. Please remember that there are no big mines toda} 
that weren't little mines in the beginning. 

Small operators, small locators, located the territory and worked 
out. Maybe companies formed, and so on and so forth, that went 
broke for lack of financing, and finally another one took a hold and 
kept on going. For instance, our Santa Rita Mine started shipping 
copper by muleback, to Mexico City way back in the 15th or 161 
century. Now it isa tremendous big pit. 

The Tyrone area, it has been a losers’ paradise for a year, of high 
grade ore. Ina short time that is going to be a big copper pit again 
That is the way the things have developed. For individual incentive 
and individual rights, I don’t think we should be interfered with 
If there can be chi anges in the law, do not fundamentally add to it, 
but possible work out a way of enforcement of the law, would be mj 
opinion. 

I personally am an individual, and I am not connected with any 
large organization or company, and have not been for a good many 
years. I produced, incidentally, about a million and a half dollars, 
individually, since 1943. 

Mr. Hosmer. How many employees do you have? 

Mr. McCray. Right at the present writing, directly, I have about 
three. 

Mr. Hosmer. Do you feel that a stricter enforcement of the exist 
ing land laws would take care of some of these so-called abuses that 
we have heard oo ? 

Mr. McCray. I do. 

Mr. Hosmer. Do you feel that there is any necessity for better 
enforcement to put a reverter clause in patents, where if they change 
from the principal mining use during a period of 5 years after they 
got the patent, the property would revert? We have heard that sug- 
gestion. I would like to have your opinion on it. 

Mr. McCray. Taking Colorado, for instance, there is a considerable 
amount of patented mining claims that have laid dormant for a good 
many years. I don’t believe it should revert back in any way because 
eventually those patent claims will be worked. There is an area that 
I have in mind where they are working now. 

Mr. Hosmer. I am directing it to where they got a mining patent 
and then put up a hotdog stand. 
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Mr. McCray. I believe that is the abuse that has been causing most 
of the trouble. 

Mr. Hosmer. Do you think a reverter clause would be needed to 
stop that type of abuse if the existing laws were more carefully 
enforced ? 

Mr. McCray. No. 

Mr. Hosmer. That is just the answer, I think, that we wanted. 

Mr. McCray. I think it should be arranged so that anybody that 
wanted to take one of those could take up a business or homesite and 
patent it and put it in. 

Mr. Hosmer. What I meant by my previous statement was that I 
wanted a yes or no answer. 

Mr. Multer? 

Mr. Murer. You are opposed to the location of the hotdog stand, 
not the hotdog? 

Mr. McCray. I am not even opposed to that. It is just a matter 
of the rumpus on trying to change the mining law on the strength 
of the hotdog seller. 

That is all. : 

Mr. Hosmer. Next we have some representatives of the mine, mill, 
and smelters union. Mr. Adolfo Barela? 


STATEMENT OF ADOLFO BARELA, ON BEHALF OF THE AMALGA- 
MATED BAYARD DISTRICT UNION OF MINE, MILL, AND SMELTER 
WORKERS, LOCAL 890, GRANT COUNTY, N. MEX. 


STATEMENT BY ADOLFO BARELA, UNEMPLOYED MINER, REPRESENTING THE AMAL- 
GAMATED BAayarp District UNION oF MINE, MILL AND SMELTER WORKERS, LOCAL 
890 


My name is Adolfo Barela. I am an unemployed miner and a member of 
local 890 of the International Union of Mine, Mill and Smelter Workers, repre- 
senting the nonferrous mine, mill, and smelter workers in the Grant County 
mining district of southwestern New Mexico. 

During the past 11 years I have worked in the metal mines of this area except 
for 3 years when I served with the Armed Forces of this country. My father 
before me spent all of his life working in the metal mines, and for the last 30 
years worked in the mines of the American Smelting & Refining Co. 

My home is in Central, N. Mex. For the past 6 years I have been working as 
a miner for the American Smelting & Refining Co. at Vanadium, N. Mex. This 
mine was shut down on February 25, 1953, as a result of a drop in metal prices 
Approximately 300 workers were laid off at the American Smelting & Refining 
Co. mine, and an additional 30 workers were laid off at the American Smelting 
& Refining mill which processes this ore at nearby Deming, N. Mex. 

Other layoffs in this district are the following: Approximately 100 workers 
were laid off at the New Jersey Zine Co. mine and mill at Hanover, N. Mex., 
approximately 250 workers were laid off at the Peru and Kearny mines of com- 
panies owned by the Illinois Zine Co., and approximately 30 workers more were 
laid off at the Peru mill of the above company; approximately 100 workers from 
Kennecott Copper Corp. lead-zinc mines were transferred to the copper pit on 
jobs of lesser skill and pay. According to limited information available to us 
approximately 40 workers were laid off at the United States Smelting, Refining 
& Mining Co. and an additional 80 workers were forced to take a wage cut of 
£80 per month. 

In addition to the above a number of small independent operations in much 
smaller mines are unable to work, but it is not possible to give you an accurate 
picture of the metal and wages which have been lost as a result. You will also 
understand that in a community so dependent on the operation of the nonferrous 
metals industry, many other workers have been laid off in the service and trading 
business of the Grant County area. 
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The loss in wages to the unemployed workers and to the Grant County com 
munities in which they live totals more than a quarter of a million dollars per 
month with the most serious consequences for the families involved and for 
the businesses handling the necessities of life. 

High prices and inadequate wages find most,of us who have been laid off 
deeply in debt, and the business houses facing a serious crisis because of over 
extended credit. 

Our unemployed members have been searching for jobs in Arizona, New Mexico 
Texas, Utah, and to more distant areas. While a small percentage has been 
successful in locating work, usually at even lower rates of pay, the majority 
have been forced to return to their homes in Grant County, and are attempting 
to survive on unemployment compensation. 

The $25 per week unemployment compensation paid in the State of New 
Mexico is so low that families dependent on the allowance are ‘orced to 
even deeper into debt, and this fact pushes the business houses to the breaking 
point 

In view of emergency national problems in lead-zine industry, we urge this 
committee to press for immediate Federal legislation to increase the unemploy 
ment compensation to $40 per week for such a period as this severe unemplo) 
ment continues. 

We recognize that this is an emergency measure only which would relieve 
human suffering and would help save many businesses in our community from 
collapse. 


Mr. Hosmer. Thank you, sir. 

Are there any other me tals mined in Grant County besides lead and 
zine? 

Mr. Bareta. There is copper which is still in operation. 

Mr. Hosmer. Are there any other metals concerned in that particu 
lar area? 

Mr. Barewa. As far as our jurisdiction, we have lead, zine, and 
copper mines. 

Mr. Murer. No questions. 


Mr. Hosmer. Thank you. 
Lorenzo Torrez. Will you identify yourself for the record, please 


STATEMENT OF LORENZO TORREZ, ON BEHALF OF AMALGAMATED 
BAYARD DISTRICT UNION OF MINE, MILL, AND SMELTER WORK- 
RS, LOCAL 890, HANOVER, N. MEX. 


Mr. Torrez. Yes, sir. My name is Lorenzo Torrez, mill worker for 
the Empire Zine Division of the New Jersey Zine Co., in Hanover 
N. Mex. 

Mr. Hosmer. Do you wish to submit your statement for the record 
and summarize it? 

Mr. Torrez. I think the union will submit a written statement. 
wish to read this orally. 

Mr. Hosmer. You may proceed. 

Mr. Torrrz. As I said, I am a mill worker for the Empire Zine 
Division of the New Jersey Zine Co. in Hanover, N. Mex., where lead- 
zine ores are crushed, processed through a flotation process and re- 
duced to metal concentrates for shipment to the smelter. I was laid 
off on February 6, 1953. I shall not take time of this committee to 
repeat the testimony of Mr. Barela other than to confirm the facts 
which he has given you on the operations which have been shut down, 
the number of workers unemployed, and the serious effects on our 
families and the communities in which we live. 

My home is Silver City, N. Mex., and I have been working in the 
lead-zine industry for 8 years since I left school, except for 2 years 
spent in the Armed Forces of our country. 
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In addition to the emergency increase in Federal unemployment 
compensation to supplement low State payments, we as unemployed 
workers and as representatives of our union, the International Union 
of Mine, Mill, and Smelter Workers, offer the following proposals. 
We have thought a lot about these suggestions, they are from actual 
experience on the job and in negotiations. We believe they are prac- 
tical. For the relief of the industry we urge passage of the premium 
price plan bill, S. 1539, introduced by Senator James Murray of 
Montana. 

We support and ask the committee to support the efforts of em 
are workers in our industry to obtain immediate and adequate 

vage increases. We know that this is necessar y in order to prevent a 
festine slipping into depression by propping up the falling hapine 
power of the consumer. 

Another part of our proposal calls for immediate action by Con- 
gress to lower income taxes on workers and especially action to in 
crease personal income tax exemptions. Such action v wake increase 
workers’ ability to buy goods. It is a pretty h ard pill for us to swal- 
low when we see our tax mone y given to met: il minine companies to 
develop foreign properties at terribly low wages. The production 
from these tax-developed foreign mines then replaces our production 
at home at a more decent standard of living. 

We urge upon this committee to recommend to Congress for imme- 
diate and favorable consideration the many bills before it which pro- 
vide for needed public works which would enrich the American people 
and the American economy. For example, in New Mexico, we need 
river valley development on the Rio Grande and Gila rivers for water 
conservation to prevent the destruction of periodic floods. Our schools 
and hospitals are generally old and overcrowded. Our children and 
America is the loser. Rural electrification systems are needed in almost 
all parts of New Mexico. Public assistance for a housing program 
which would build houses at prices we can afford is very much needed 
in New Mexico. All of these public works projects would require 
large quantities of the metals we produce. 

These are real emergency human problems. We urge that this 
committee consider these proposals and urge Congress to act upon 
them. 

Mr. Hosmer. Are there any questions? 

Mr. Mutter. With reference to what the witness has said on tax 
exemption, I would like to call his attention to the fact that my bill, 
I think, is the only bill introduced in the Congress which sets up the 
principle of bringing about tax reduction, if and when we are ready 
to have it, by increasing personal exemptions. In other words, instead 
of giving the tax reduction at the top of the ladder, you give it to 
everyboc y at the bottom of the ladder so that those who need the tax 
exemption most will benefit the most, at the same time that the fellow 
is getting the benefit at the top, too. In other words, when you in- 
crease it to two thousand or three thousand, eve amet gets the benefit. 
But the little fellow, who is earning his daily wage by the sweat of his 
brow, will get the most value taxwise and ¢ loll: irwise. 

I think you ought to call that to the attention of your union and ask 
them to contact their representatives in the various areas covered in 
this region to get behind that. 

Mr. Hinton. No questions. 
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Mr. Hosmer. Thank you, Mr. Torrez. 
Is Mr. Floyd Bostick here ¢ 
Will you identify yourself for the record ? 


STATEMENT OF FLOYD BOSTICK, ON BEHALF OF LOCAL 890, INTER- 
NATIONAL UNION OF MINE, MILL, AND SMELTER WORKERS 
BAYARD, N. MEX. 


Mr. Bostick. My name is Floyd Bostick, of Central, N. Mex. 

Mr. Hosmer. Do you wish to submit your statement in writing and 
summarize it ¢ 

Mr. Bostick. I will read it. 

Mr. Hosmer. You may proceed. 

Mr. Bostick. I am Floyd Bostick, unemployed miner of Local 890, 
International Union of Mine, Mill, and Smelter Workers, Bayard, 
N. Mex. I live with my life and three children in Central, N. Mex 
where most of the people have jobs that are associated in some way 
with the mines of the metal operations in Grant County. I have 
worked in the mines for many years. 

I was a dirt farmer in Oklahoma before I came to New Mexico be- 
cause of my wife’s health. During the last depression I remember 
the misery of the layoffs, the wage cuts, with cornbread three times a 
day and shoes once a year if you were lucky. I farmed on rented land 
with little to show for it. 

Today, because of the shutdown of the Groundhog mine of A. S. & R. 
I am back to those days, and my family with me. The five of us 
are living on $25 a week and what I want to know is how can a family, 
or even one person, live like human beings on that ? 

The Groundhog mine was known as “having the richest ore in the 
district—something close to 47 percent, which is mighty high. Both 
we understand that A. S. & R. has mines in Mexico and is running her 
mines there, paying her workers considerably less, and then bri inging 
that ore into this country. In the meantime, I guess the company’s 
plan is to shut down some of her small places here and wait out the 
low prices. 

I have been told that A. S. & R. owns one or two other places, such 
as Van Stone, Wash., where the Government will pay guaranteed 
prices for A. S. & R. to keep operating. 

This may be fine for the big companies, but what about the small 
companies that can’t do business that w: ay because they don’t have 
the capital? And what about families like mine trying to live on 
almost nothing while we scrub around for jobs and wait for the mines 
to reopen? The picture isn’t fair at all and I hope this committee can 
do something about getting our unemployment assistance increased 
and also can give support to the little mining companies which really 
need it. 

Thank you. 

Mr. Hosmer. Thank you. 

Let me assure you, Mr. Bostick, that the purpose of the committee’s 
hearings in the west, San Francisco, Denver, Spokane and here in 
Phoenix, is to attempt to find the answer to some of these problems 
that you have raised. 

Mr. Rudolfo P. Garcia? Identify yourself for the record, please. 





PROBLEMS IN THE METAL-MINING INDUSTRY 101 


STATEMENT OF RUDOLFO P. GARCIA, PRESIDENT, LOCAL 907, 
INTERNATIONAL UNION OF MINE, MILL AND SMELTER WORK- 
ERS, TUCSON, ARIZ. 


Mr. Garcta. My name is Rudolfo P. Garcia. 

Mr. Hosmer. Do you want to submit your statement for the record 

nd summarize it orally? 

Mr. Garcia. I can read it and we will send copies. 

Mr. Hosmer. You may proceed. 

Mr. Garcta. I reside at 247 W. Simpson Street in Tucson, Ariz. I 
am president of Local Union No. 907 of the International Union of 
Mine, Mill and Smelter Workers in that city. 

| am here as the representative of a local union whose entire mem- 
bership was thrown out of work last August when the San Xavier 
mine of the Eagle Picher Co. was closed down as the result of falling 
ead and zine prices. 

The number of persons who lost their jobs in that layoff was about 

00. About 269 of these were production workers. This means that 
something like $85,000 a month in purchasing power was cut off at one 
time. Some of this, but only a little, has been made up by unemploy 
ment compensation and two or three days a week in work for some 
of the men. 

About one-third of these men who were laid off last August are still 
completely unemployed. They are unable to find jobs. A few are 
past the age of 45 and no one will hire them. Once they lost the min- 
ing jobs in which they had built up seniority they became unemploy- 
able, although they are still young men. 

About 50 percent of those laid off last August have what are called 
steady jobs—although these jobs are not really steady inasmuch as 
they are outdoor construction jobs. Windy days and other types of 
weather mean the men on those jobs lose many days of work—and 
many days of income. 

The other third of the workers are able to get about only 2 or 3 
days’ work a week at the most. Since the average daily wage is about 
$12 this means that many, many men are attempting to support large 
— on incomes of $25 and $56 per week. Gentlemen, it cannot 
be done. 

In addition to this unemployment problem in the Tucson mining 
urea, we find many wnemployed miners drifting into Tucson from 
other mining districts. This is swelling the unemployment among 
ininers in our city. 

The difficulty that most of our laid-off miners have in getting unem- 
ployment compensation is that best described by the National Social 
Service Journal which said that the Arizona unemployment-compen- 
sation fund is in the best financial position of any other State because 
of our State’s policy of not paying out money. “We miners have had 
some experience with Arizona’s unemployment-c ompensation policies. 
Manv of us have quit trying to get what is coming to us because of 
the unfair restrictions and miles of red tape that are imposed upon us. 

Our situation is very serious, gentlemen. Many of our unemployed 
or partly employed miners are losing their homes and the posses- 
sions which they were purchasing on time payments. We need some 
sort of Federal relief, over above the inadequate unemployment com- 
pensation which we can’t seem to collect in the first place. 
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It doesn’t make much sense to an unemployed lead and zine miner 
that the Government should be paying out large sums to develop new 
properties in our area and to guarantee met: al prices to some of the 
larger companies coming in there. I say it doesn’t make much sen 
to us who are unemployed because the Government has not acted t to 
stabilize lead and zinc prices. That’s what is needed, gentlemen, some 
Federal legislation to k eep lead and zine prices from coll: apsing. 

Let me give you the example. The American Smelting and Refi: 
ing Co., one of the chief importers of lead and zine fre: other cou 
tries, is getting Government aid in the development of the Silver Bell 
mine near Tucson. The imports from A. S. & R. properties in other 
countries have helped to knock the bottom out of the lead and zi: 
market. That company is doing all right, with or without Gover 
ment aid. We think it is only fair that properties like the San 
Xavier mine should rece ue some price relief. That is why we are sup- 
porting the Murray bill, S. 1539, the premium-price plan. 

In closing, gentlemen, T would like to present a petition to yo 
It is signed by. all of the unemployed miners we could find who fo1 
merly worked at San Xavier. They ask you to help them. Thank 
you. 

Mr. Hosmer. Thank you, Mr. Garcia. We will be happy to accept 
this. 

(Petition presented by Mr. Garcia signed by 58 members is on file 
with the committee. ) 

Mr. Hosmer. Any questions? 

Mr. Muvrer. Mr. Garcia, I note what you say with reference to 
the policy of the Arizona State government with reference to unem 
ployment compensation. I think it will not be taken as a partisan 
statement, but I think the members of both parties will agree with me 
that you can’t expect very much change on that score from the Fed- 
eral Congress. I think the tenor of this Congress is that matters of 
administration such as administration of social-insurance funds and 
unemployment insurance should be left to the States. If there is 
anything wrong with your State administration, I think you must 
address yourself to the State administration in Arizona to get help 
on that score. It is not because we do not sympathize with your 
problem, but I think you will find that the tenor of this Congress 
is that that matter of administration should be left to the States and 
not to the Congress in Washington. 

Mr. Hosmer. Mr. Hinton? 

Mr. Hinton. No questions. 

Mr. Hosmer. Mr. Silvero, Alva. Will you identify yourself for 
the record, please. 


STATEMENT OF SILVERO ALVA, BUSINESS AGENT, INTERNATIONAL 
UNION OF MINE, MILL, AND SMELTER WORKERS, EL PASO, TEX. 


Mr. Auva. My name is Silvero Alva. My occupation is welder. At 
the present time I am employed by the lecal in El] Paso, Tex., of the 
International Mine, Mill, and Smelter Workers as their business 
agent. I have been employed by the American Smelting and Refining 
Co. since 1935, with the exception of the time that I have worked 
for the union. 
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The situation in nonferrous metals industries in El] Paso is not too 
bright, according to us. 

We have two plants in operation. One is a copper refinery of the 
Phels-Dodge, and the other is the American Smelting and Refining 
Co., Which has a smelter which occupies in the halalibasthood of 800 
men. 

Mr. Hosmer. What metals are handled there? 

Mr. Anya. Copper, lead, and zinc. Should the foreign ore that we 
are receiving, and lead, from Africa—that is the main supply right 
now that we are getting, from Africa, should it stop, the only other 
source of ore that we have out there is in the vicinity of those mines 
that were operating in New Mexico, such as the Peru, the Empire, and 
the San Xavier, and the vanadium mines, whose operations have been 
discontinued. At one time our plant in El Paso was able to stockpile 
some ore and these stockpiles are diminishing now. 

In the lead department alone there are around 150 men working 
every day. There is a little domestic ore coming in from Douglas, 
from the Iron King mine, and from the French mine, but very little 
and not sufficient to continue full-scale operations in that depart- 
ment. , 

In the zine department it has been possible to continue the opera- 
tions of the zine department because of the fact that our slag dump out 
there contains a lot of zinc. We urge that this eee give its 
support to the Murray bill, the Price premium bill, 539. We urge 
its passage. That is all. 

Mr. Hosmer. Thank you for the factual material in your testimony, 
Mr. Alva. It is just the type of thing that we need to spot what the 
difficulties are. 

Mr. Mutter. ? 

Mr. Muurer. No questions. 

Mr. Hosmer. Mr. Hinton ¢ 

Mr. Hinron. No questions. 

Mr. Hosmer. Thank you. 

Is Mr. Garcia still in the room? Would it be satisfactory with you, 
in as much as we are trying to save money on these records, if we put 
the effect of the petition in’ the record and indicate the number of 
people of your organization who signed it? 

Mr. Garcia. Yes, sir. 

Mr. Hosmer. I do not think we will be able to read some of these 
names anyway, if they write like I do. Is that satisfactory ? 

Mr. Garctra. Yes, sir. 

Mr. Hosmer. We have a wire and letter from a witness who was 
to testify, or who requested to testify, on public lands, Mr. Sheldon 
Fay of Los Angeles, president of the United States Pumice Supply 
Company, which we will insert into the record at this point. 

(The telegram and letter referred to follow :) 

Los ANGELES, CALir., April 30, 1953. 
WILLIS SMALL MINE OWNERS ASSOCIATION, 
Title and Trust Bldy., Phoenix, Ariz. : 

Unable to attend meeting. Am wiring Congressman Hill a protest against bill 
334. Even with protection to present owners of claims the difficulty of leasing in 
the future would discourage prospecting and exploration. Compromise elimina- 
tion of timber rights from mining claims and reasonable rights of ingress and 
egress should satisfy departments of interior and agriculture. 


SHELDON Fay, 
United States Pumice Supply Co., Los Angeles, Calif. 
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Unrrep States Pumice Suppriy ©o., INc., 
Los Angeles, Oalif., May 1, 1958. 
Congressman WILLIAM 8. HILL, 
Westward Ho, Phoenia, Ariz. 

DEAR CONGRESSMAN HILL: We wish to enter a vigorous protest against the 
acceptance of the Regan bill, H. R. 334. While we know there have been some 
abuses in making mining locations, we feel that they can be taken care of by 
enforcement of existing laws. 

We quote from our letter to Congressman Clair Engle: 

“TI understand this bill is coming before the Committee on Interior and Insular 
Affairs on April 28, 1953. I have a copy of the bill before me, and wish to make 
a vigorous protest against its passage. 

“The addition of section 5 to the act of July 31, 1947, in the first place in no 
way protects those now in legitimate business in the minerals as outlined in this 
section 5. Certainly there should be a provision in this bill, if it should bx 
passed, that the companies now operating in these various minerals should be 
protected for the mining claims they now hold, whether patented or un 
patented, leased, or owned outright. If thrown back into the act of 1947, it 
could be construed that the Secretary of the Interior has the power to place f: 
sale all of the minerals mentioned in the bill at public auction. There is n 
specific mention in the act of 1947 regarding leasing. 

“We, of course, are primarily interested in pumice products, and there are 
many other companies doing a large volume of business in pumice. ‘To name a 
few: Whittaker, Clark & Daniels, Inc., 260 West Broadway, New York Cit) 
James H. Rhodes & Co., 48-02 29th Street, Long Island City, N. Y¥.; Crownite 
Corp., of Los Angeles, 6363 Wilshire Boulevard, Los Angeles, Calif.; and there 
are many legitimate small operators throughout the Western States. The com 
bined payroll of all is considerable. 

“We believe the present mining laws, if enforced, would adequately take care 
of the situation. While we know there have been some abuses in making mining 
locations, we feel that they can be taken care of by enforcement of existing law 
For instance, in California, as you well know, any group staking an association 
placer of 160 acres, is required to do a minimum of $160 work on this claim 
within 90 days of location, and this applies in like ratio for any association 
placer. This is a fact which was glibly omitted in the article in Colliers magazine 
of April 11, that did not entirely state the facts. It stated that it was easy to 
get a patent on a claim. You yourself know that the mineral land surveyor wil! 
not O. K. a claim upon which there is no adequate commercial mineral showing 
for patent. Furthermore, it is utterly ridiculous that anyone could hold thou 
sands of acres for grazing land under mineral claims, when there was no dis 
covery made, or mineral present, and the annual assessment work not per 
formed. 

“If expansion of the mineral industry is to go on, the prospector must still be 
encouraged. We, ourselves engaged in production, do not have the time or per 
sonnel for extensive prospecting. The individual prospector must be allowed 
to make his discovery, and place his location, with the assurance that he will be 
able to do something with the claim himself, and with a small reeording fee 
which he can afford. If his discovery would have to be leased from the Govern- 
ment, or placed up for auction to the highest bidder, he is obviously not going 
to continue prospecting. 

“We feel that section 5 of bill 334 is further discriminatory against certain 
mining industries. If it is to be adopted, it should cover all mineral land of the 
United States, and not work a hardship on an unfavorable few unable to present 
a strong lobby. 

“The United States Pumice Supply Co. has its major operation at Leevining, 
Mono County, Calif., where we mine in the neighborhood of 30,000 yards a year, 
and employ about 50 people. We have a secondary plant at Tulelake, Siskiyou 
County, Calif., and mining claims in Modoc County, Calif., where our production 
will run about 15,000 yards, and where we will employ about 20 people. Our 
overall employment is approximately 80 people. We also have extensive de 
posits at Pumice, Utah, which we plan to develop this year. 

“Our operation consists in mining pumice in large chunks, which are ent into 
bricks, sizes 4 by 4 by 8 and 3 by 3 by 6. These bricks are used throughont the 
United States and Canada for the purpose of cleaning the restaurant grill 
Ve have been in business since 1941, and have spent considerable time, effort. 
and money in developing this product. When we went into business there was 
no established method of cleaning the grill or griddle tops in the entire restauran( 
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trade. Restaurants were using all the way from paving bricks to steel wool, 
razor blades, lye solutions, and nothing at all. The sanitary conditions in some 
areas were deplorable, particularly New York City. Through our continual 
sales effort and advertising, we have done more to achieve cleanliness in the 
preparation of fried food than has ever been achieved through the history of 
restaurant business. Our product, the Grillmaster, is now well known and sold 
by the majority of the restaurant supply dealers throughout the United States 
and Canada. 

“Another branch of the pumice business, including cinders, of course, is the 
building trades where the pumice and cinders are used as light-weight aggre 
gates, and in making insulating tile. This is probably the largest branch of the 
industry, many thousands of yards being produced annually by both large and 
small operators, with considerable payroll. Since the Forestry Department is 
so concerned about the conservation of its trees, it would behoove it to further 
the development of the pumice aggregate and hollow tile business to supplant 
timber, so that a conservation can be achieved rather than rapid depletion of 
our national stumpage. 

“The third major pumice business is in polishes and cleansers of all kinds, in 
cluding toothpaste. 

“The pumice business, thus, reaches into all walks of life, and deserves a proper 
consideration from Congressmen of all the States of the Union, and certainly 
should not be in a position of being arbitrarily discriminated against. 

“Tt seems odd that the bill would be introduced by a Congressman from Texas, 
wherein there is only about 43 percent of the land owned by the Government, 
as against a Congressman from one of the 11 Western States wherein the Gov- 
ernment-owned land reaches from 32 percent to 82 percent. 

“We understand that the bill was rejected last year because it effected such 
a drastic change in policy. We think the bill should be rejected this year also, 
as the change in policy would be just as drastic. 

“If possible we believe the bearing should be postponed so that the nonmetallic 
mineral industry effected by this bill, would have time to prepare a more com- 
prehensive defense and protest.” 

Yours very truly, 
Sueipon P. Fay, President. 

Mr. Hosmer. Ladies and gentlemen, we are privileged this morning 
to have a member of the Legislature of the State of Arizona with us. 
[ am happy to call at this time Mr. Frank Robles of Tucson, Ariz. We 
are also privileged or will be very shortly, to have Congressman Pat- 
ten join the committee, who just telephoned that he is on the way 
here. We wish you all to know of his deep interest in the matters 
which concern this committee, 

Will you identify yourself for the record, please. 


STATEMENT OF HON. FRANK ROBLES, MEMBER OF THE STATE 
LEGISLATURE, STATE OF ARIZONA 


Mr. Rosies. Frank Robles, a member of the State legislature and 
a spokesman for the people of Mexican origin or Spanish origin, or 
Latin or whatever you want to identify them as. 

Mr. Hosmer. Will you speak so that we can all hear, please. 

Mr. Rosies. If you want me to stand I can do a better job. 

Mr. Hosmer. Very well. 

Mr. Rosies. You have heard, gentlemen, the plea of the worker 
represented in the voice of the union leader. It is that voice that 
I represent here this morning. I am here to plead to this committee 
that you recommend immediate—and by immediate I mean now— 
legislation that, will restore or bring back the opening of small mines 
in this area. I am worried about it because it means that my people 
are affected. By my people, I mean American citizens of Mexican 
origin, Whom I represent. They are the first ones who are out of 
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work when mines close or railroads close, or any type of labor in that 
direction. We are the people who cushion economic collapse and we 
are the people who cushion economic warfare. We are the first ones 
in the lines of defense. We are the first ones at the breadline. It is 
with that interest in mind that I come here to plead to you that your 
immediate recommendation to Congress be that we do something now 
and investigate as we go on, for this reason: 

Here in the welfare cases when one of my people gets involved in a 
welfare case, they cut off his allowance first and let him starve until 
they investigate what they are going to do with him. By that time 
he might be dead enough so that the investigation wouldn’t do him 
any good. It is with that principle in mind that I urge that some 
thing be done now and that investigations be carried on. I plead with 
you gentlemen in their behalf, 

I thank you. 

Mr. Hosmer. Do you have any questions? 

Mr. Mutter. Yes. I would like to have you be a little specific, sir. 
As I understand it, you have a local problem of administration which 
is in the hands of your State legislature. What can we in Congress 
do to improve that situation so that you on the local level will take 
care of these men when they need the money and not wait until they 
die? 

Mr. Rosies. From what angle are you speaking about’ I am talk- 
ing about subsidies to small-mine operators, and that is the problem 
that is definitely in the hands of Congress. 

Mr. Mutrer. You are quite right. But I thought you were re- 
ferring to the same thing as the last witness, or the witness, Mr. 
Garcia, referred to, that your administration here in the State of your 
unemployment compensation benefits is not what it should be. 

Mr. Roses. I want people to work without getting benefits. If 
they can contribute to benefits in their old age, that is all right. But 
I mean opening channels of work so that they can earn what we call 
the American earning wage. 

Mr. Muurer. You have our complete sympathy and you will have 
the cooperation of every Member of the United States Congress in 
both Houses in trying to see that every man, no matter what part 
of the country he comes from, has an opportunity to earn a liveli- 
hood. That is our first thought. 

Then, of course, the next thought is if circumstances are such that 
he cannot have employment, he is unemployed, temporarily, then you 
have your unemployment compensation benefits to take care of him 
and to tide him over. 

I understood the witness, Mr. Garcia, to complain that there was 
something wrong here, and I thought you indicated that there was 
something wrong, in that when the man needed the compensation 
when he was out of work, your investigation took so long that he 
didn’t need the money by the time they got around to giving it to 
him. Is that so? 

Mr. Roses. That is true also. In a lot of investigations there is 
very little action. 

Mr. Mutrer. Is not that investigation done by your State author- 
ities on the local levels here? 

Mr. Rosters. Yes, investigation set up by your Federal regulations, 
of course. 
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Mr. Motrer. Set up under Federal regulations, but we have given 
that job of investigation and administration to State authorities. 

Mr. Rostes. Yes, sir. 

Mr. Murer. So there is nothing we can do on an actual adminis- 
trative and investigative level, talking now about not investigating 
as we are doing to get these facts as to what Congress can do in the 
broader sphere, but as to the actual administration of the law. ‘That 
must be directed by your State legislature. 

Mr. Rostes. That is right. ‘The main thing, I think, that I want 
to leave with you is that if subsidies given to these small operators 
will stop shutdowns, then subsidies should be restored immediately so 
that those small mines can reopen, and then continue with your in 

vestigation. And when you have solved the problem, you can apply 
the remedy. 

Mr. Moutrer. I think this committee is in agreement with you that 
something should be done along that line. 

Mr. Hosmer. Let me remind you, Mr. Robles, and the rest of the 
witnesses, that if there should be thoughts occurring to you generally 
that you thing should be before this committee, we invite you to submit 
them in writing to us in Washington. 

Mr. Rosies. Thank you. You have been very kind. 

Mr. Hosmer. We are going to proceed at this point to the incentive 
programs, premium prices and Federal assistance portion of our 
hearings which, I think, Mr. Robles’ testimony has led us into. I 


will call Mr. D. E. Green. 


STATEMENT OF D. E. GREEN, MANAGER, BEAR CANYON MINING 
CO., GLOBE, ARIZ.; PRESIDENT, ARIZONA ASBESTOS PRODUCERS 
ASSOCIATION, GLOBE, ARIZ. 


Mr. Green. It is D. E. Green. I am manager of the Bear Canyon 
Mining Co., producing asbestos, in Globe, Ariz. 

I am also a partner with the Neil Green Asbestos Mining Co. 
am also president of the Arizona Asbestos Producers Association. 

Mr. Hosmer. How many men do you employ? 

Mr. Green. At the Bear Canyon Mining Co., we employ about 15 
men. 

Mr. Hosmer. If you wish to summarize your written statement and 
submit it for the récord, we will be h: appy to have you do so. 

Mr. Green. I would like to read it into the record, and then if there 
are any questions, I will answer them. 

Mr. or You may proceed. 

Mr. Green. I would like to give testimony concerning production, 
milling, and marketing of Arizona asbestos. Some of the world’s 
finest iron-free chrysotile fiber is mined here. We have the only 
known source for nonferrous chrysotile spinning fiber in the U nited 
States. It is common knowledge that this material ranks very high on 
our critical materials list. 

As a prelude to the recommendations of the Arizona Asbestos Pro- 
ducers Association for governmental assistance in a program of a 
celerated, asbestos production for Arizona, we would like to make 
the following comments: 


843876-—53 27 
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It is generally accepted by the people who are familiar with the 
asbestos deposits i in Arizona that we have a large potential area most 
of which is yet unexplored. It is also the belief of these people, that 
the major ity of the deposits may be small. We mean by this that the 
deposits will be of such a nature that the major producers cannot be 
6: ‘ed into the area for large operations. Therefore it is our conten 
tion that in order to prove and develop this area, certain types of gov 
ernmental assistance to the small miners will be very beneficial i 
proving the Arizona asbestos potential. 

With the above thought in mind, we, the little miners interested in 
the production of asbestos, grouped ourselves together in an organiza 
tion known as the Arizona Asbestos Producers Association. In Sep 
tember of 1952, D. E. Green, president, and Jack L. Neal, secretary 
treasurer, were delegated to go to Denver, Colo., to the Mining Con 
gress. We met with governmental officials connected with DMPA, 
DMEA, and GS A, namely Howard K. Young, Jess Larson, C. O. 
Mintendorf, Mr. Barr, and Otto Klein. As ‘ result of this trip a 
Government depot for the purchase of No. 1, 2, and 3 crudes was 
established in Globe, Ariz. This depot was set up for a period of 3 
years as a stopgap measure to keep the small asbestos miner in busi 
ness until such a time as a more permanent program could be nego 
tiated. We were also assured the full cooperation from DMEA for 
exploration work. This program is being carried out successfully at 
the present time. We recommended that a Government-financed cus- 
tom mill be built in Globe, Ariz. We also recommended that moneys 
be allocated for excess roads into areas of known deposits. 

Since September of the last year we are happy to state there has been 
considerable work done in old mines. Some of this work is being done 
under DMEA exploration loans and some by individual capital. In 
addition to the above we can at this time report 10 new properties: 
Chiricahua Mine, Mystery Mine, Sorenson-Williams Mine, Scott-Vink 
Mine, Cibique Mine, Wall Mine, Lackey Mine, Bustamontia Mine, Cox 
Mine, and Conway Mine. Some of these properties are being explored 
by exploration loans, some have applications for loans pending , and 
some are being explored by private capital. We would also like to 
report there is considerable activity in the field in the way of pros- 
pecting. We feel there will be a number of new properties added to 
this list in the near future. 

The Arizona Asbestos Producers Association would like to make 
the following recommendations: 

A continued program for exploration work, as is now being carried 
on by DMEA. We would also recommend in connection with this 
work that the area field team operating out of Tucson, Ariz., be given 
additional assistance in order that applications might be more quickly 
processed. It would be very advantageous to the small miners, not 
only at the time they are appraising properties for applications but 
also during the process of exploration, if a Government geologist was 

ationed in Globe, in an advisory capacity. 

“We recommend that a Government-financed custom mill together 
with a Government-purchasing depot be established in Globe, Ariz. 
We recommend that floor prices be established on all grades of as 
bestos for a period of not less than 7 years. 

There is at the present time several small mills in the area, none of 
which are capable of recovering all grades of fiber. The result of this 
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inadequacy is poor grading, poor cleaning and a considerable amount 
of the low grades going into the dump. Another factor that makes it 
very desirable for an efficient custom mill serving the district, is the 
new properties that are now being explored. Without a custom mill 
these property owners will be compelled to construct their own milling 
facilities which will give a continued supply of improper milled fiber 
to the market and will also retard incentive for opening new properties 
due to the fact that most of the individual property owners will be 
financially unable to build their own processing plant. We feel that 
the establishment of a floor price on al] grades of asbestos produced 
for a period of not less than 7 years will serve as a great inducement to 
private capital in the field of new properties. 

We recommend that excess road moneys be made available for the 
purpose of trunk lines into known and potential asbestos areas. Some 
of the known properties of commercial value are now idle primarily 
due to their inaccessibility. Mr. George Kohl, who is chairman of our 
road committee, will make further recommendations on this subject. 

We, the members of the Arizona Asbestos Producers Association 
feel that if the above recommendations are carried through that the 
production of Arizona iron free chrysotile asbestos will be greatly 
accelerated and that known reserves will be established. 

Mr. Hosmer. How does the condition of the asbestos mining indus- 
try at the present time compare with that during a period for 1 year 
prior to Korea, which is 1 year prior to June 1950? 

Mr. Green. I think it has been stepped up considerably. I don’t 
have the figures on it, but I think 1952, possibly, was the largest year 
of production that we have had. 

Mr. Hosmer. At the present time, has there been a price decline in 
the asbestos market? 

Mr. Green. No. 

Mr. Hosmer. Mr, Multer? 

Mr. Murer. No questions. 

Mr. Hosmer. Mr. Hinton? 

Mr. Hinton. Would you know the percentage of United States 
consumption of asbestos that is now mined in Arizona? 

Mr. Green. I would say less than 5 percent of the asbestos consumed 
is mined in the United States. Possibly 95 percent is imported. 

Mr. Hinron. Those are imports from where? 

Mr. Green. Canada, South Rhodesia, 

Mr. Hinron. Would you know the percent that comes from 
Canada? 

Mr. Green. I wouldn’t be exact. But it is around 90 percent. In- 
cidentally, Canada doesn’t produce a great quantity of Nos. 1 and 2 
crude, Their fibers are lower grade and they are not iron-free fibers. 
There are a number of uses for fibers for which there is no substitute 
for the Arizona fiber. 

Mr. Hinton. Arizona has a unique type of asbestos? 

Mr. Green. Arizona is the only known deposit of nonferrous 
spinning fiber in the United States. 

Mr. Hinron.What is the use of this particular type of asbestos? 

Mr. Green. For installation, electrical installation. There are a 
number of different uses for it that a fiber that is not iron-free will not 
meet the demands. 
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Mr. Hosmer. Nonmagnetic properties is its main attraction, is that 
right? 

Mr. Green. Yes. 

Mr. Hinron. You mentioned DMEA, the Defense Mineral Explora 
tion Administration. I understand that expires June 30. 

Mr. Green. That is right. And we are asking for a continuatio1 
of that program. It is working very successfully. We are proving 
hew properties and we are proving new ore bodies in old properties 
with the assistance of the DMEA. 

Mr Hinvon., Is this correct, then: You are listed here under in 
centive programs. By incentive programs you mean the continuation 
of the present setup of DMEA? 

Mr. Green. That is right. We need roads very badly. There are 
known fields that as yet are unexplored, but they are almost inac 
eesible. Roads are one of our major problems, Of course, milling 
also is a major problem. The little mills that we have today are 
owned by little individual miners, and we call them coffee grinders. 
They beat a lot of your No, 1 into 2, and your 2 into 3, and your grades 
from there down go into the dump. If we had a modern processing 
plant, we would be able to recover all of the low grades and at the 
same time mill a uniform graded fiber that would be better milled and 
better cleaned and much more acceptable to the spinning trade. 

Mr. Wauskey, who is with DMPA, has made several trips into 
Arizona since our trip to Denver last September, and they did quite a 
lot of groundwork on a custom mill for Arizona, But up until now 
nothing has been done with relation to carrying that program on. 
Our recommendations are that the program be carried on and that if 
additional studies are made, it will be very beneficial to the incentive 
program in opening up new properties and accelerating production of 
nonferrous chrystotile asbestos. 

Mr. Hosmer. Your testimony in connection with your difficulty with 
roads reminds me that I have difficult with another type of roads, 
namely Congressman Rhodes, who I believe represents this district. 
He is const untly on our necks to see that these mining problems in 
Arizona are taken care of. I serve with him on the Interior Commit- 
tee. He is very solicitous of the needs of his district here. 

Do you have any further testimony ¢ 

Mr. Green. No, that is all. 

Mr. Mutter. I have one question, sir: 

You suggested that the Federal Government open up this mill and 
operate this mill. Before we ask the Federal Government to do that, 
I would like to know what, if anything, the miners have done through 
this area looking toward getting together on a cooperative basis and 
putting up the mill, even though they may have to borrow some Fed- 
eral money to do it. What efforts, if any, have been made by the 
miners to get together and do that on their own as a cooperative 
movement ¢ 

Mr. Green. The Government agreed to finance a privately owned 
mill. They did not want to go into the milling business. We were 
given that understanding in Denver and also by Mr. Wauskey on his 
trip investigating those particular angles. The first desire was to get 
a large spinning company, preferably one who had no mining inter est 
in Canada, to build and operate this plant that we so direfully need. 
They were unable to interest any of the large companies. Ruberoid 
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s the only company. They made two trips into the area with the 
thought in mind that they might construct the mill themselves. How 
ever, they didn’t. Then as a substitute to that order, they have been 
dealing with Mr. Jaquays, who operates the Globe mill in Arizona. 
[hat was for the remodeling of his plant. 

At the present time there have been nothing done. 

Mr. Jaquays. I would like to bring Mr. Green up to date on what 
has been done on this. 

Mr. Hosmer. Perhaps we can have your testimony later. You have 
filed a statement, have you not? 

Mr. J AQUAYS. Nothing in reference to milling. 

Mr. Hosmer. If you don’t get a chance, will you file a statement on 
that subject ? 

Mr. Jaquays. It will only take a minute to bring him up to date, 
if you let me go ahead. 

Mr. Hosmer. Will you stand and identify yourself? 

Mr. D. W. Jaquays (president of Jaquays Mining Corp.). Mr. 
Wauskey, the man that Mr. Green refers to, came out several times 
and they came up with a substitute program to remodel my plant at 
Globe. I went tie with them on that program and spent consider 
able money drawing up plans and estimates on it and submitted it to 
DMPA for approval. It laid back there for about a month. Then 
about a week ago I got a revised flow sheet back that Ruberoid had 
worked on. The equipment that they put in there so increased the 
cost of that plant that the repayment program which they have set 
up over 5 years, with 6-percent interest, would make the milling costs 
prohibitive for any of our ores that would go into the plant. In addi- 
tion to that, I was locking my plant for the loan to mill the ore in the 
Globe area. It is strictly a personal deal. I was obligated to pay 
that loan back. Nobody else was obligated to do it. So I turned the 
thing down, I canceled it. I threw the application back at them and 
told them to get somebody else. Economically it wasn’t feasible so 
far as the plant that they had set up 

Mr. Hosmer. Thank you for straightening the record out. 

Mr. George H. Bott? Will you identify yourself for the record, 
please. 


STATEMENT OF GEORGE H. BOTT, ON BEHALF OF WILCOX-KLON- 
DYKE COUNCIL, AND ARIZONA SMALL MINES OPERATORS ASSO- 
CIATION, WILCOX, ARIZ. 


Mr. Borr. George H. Bott, Wilcox, Ariz. 

Mr. Hosmer. Will you speak as loudly as you can so that the rest 
can hear. 

Mr. Borr. I have a small lead-zine and silver mine in Atravaca, 
In Graham County. It is not operating at present. I am a delegate 
from the Wilcox-Klondyke Council, representing the Arizona Small 
Mine Operators Association in the city of Wilcox, in Graham County. 
They requested that I speak on several different angles. I believe you 
have me listed under incentives. That is right? 

Mr. Hosmer. It is up to you. 

Mr. Borr. Well, may I digress for a few minutes to give an intro- 
duction. As a doctor speaks to a patient, he first wants to find out 
what the causes are, before he prescribes pills and elixirs, and so forth. 
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In the past years we have heard a lot about the remedies to be sub- 
mitted. If I may have your patience for a few minutes, why have we 
so much hue and ery about changes in the basic-mining laws of the 
United States? They have been operating very successfully, and built 
a great country of free enterprise, for something better than 90 years. 

In the homestead laws and the lode-mining laws and placer-mining 
laws, you acquired everything from far bey ‘ond 1849 gold miners up 
until 1907. There we find the first restriction which saved the code. 
Prior to that time there were no restrictions either in homestead laws or 
in mining laws. We have, since 1907, reserved, for one cause and then 
another, apparently, a dire need at the time and the moment, first coal, 
then gas and oil, and as we came on down until about 1923 we intro- 
duced a new scheme, leasing laws. You say what has that to do with 
the present? We need remedies. 

First we need to find out why we need the remedies. If you will 
bear with me a few moments, we will carry out. As we said before, 
they started out with coal and then gas and then oil, and finally along 
later if you will follow out the record, you will find there are some 
69 different minerals, nonmetallic, such as sulfur and phosphates and 
other things and, lastly, your uranium, that have all been reserved. 

Now, why? Let’s get to points. In the eastern States, when titles 
were given by the King of England or whoever gave them, they gave 
you ev erything from H to H. Beginning right ‘there was the begin- 
ning basis, and economic standpoint, of freedom and enterprise “for 
the American that has built great things. My predecessor, Mr. Olson, 
brought out one angle that is now being jeopardized due to the fact 
that some of these things are restrictive. We have this setup: 

If the little miner can sell his property, a larger company gets it, 
and then you begin right there with a little schoolhouse, the first tax 
unit, then your township government, then your State government, 
and finally the United States. 

With this freedom of enterprise you have the proposition that, 
with all of these remedies that we have been applying, we have to 
find out why the patient is sick. The patient is sick because we have 
put in various restrictions. One party said what shall we do about 
the SEC. Well, the SEC is just another restriction. 

We want incentives. Why put on a bunch of restrictions first from 
1907 down to the last order on uranium and then try to apply 
remedies ? 

Mr. Hosmer. Mr. Bott, your mining operators, they mine certain 
particular minerals, do they not? 

Mr. Borr. All right. 

Mr. Hosmer. Would you confine your remarks to those specific 
minerals in this oral statement and submit later a general statement 
in accordance with your desires? 

Mr. Mutrer. You see, Mr. Bott, it is not our desire to cut you off, 
but it is not fair to all the other people who have come here. We 
want to hear everybody that wants to be heard. If we let every 
witness go on too long, it will close off others. We do want to hear 
everybody possible, so we will ask everybody to limit their oral 
remarks to 5. minutes. 

Mr. Borr. I wish I had known that prior to this. Well, I will 
limit it to this: 
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All of these troubles that we have could be greatly simplified if we 
had a department of mining with all of our various bureaus that are 
scattered through in one with a secretary, a secretary of full Cabinet 
rank. These references to violation—we have them. We have cattle- 
men in our district that are violating rights, and we have prospectors 
that are violating them. For the gentleman from New York, we like 
hotdogs, too, but that is just a very small part of the problem. We 
can get those things enforced if we really want some ining done. 

Our local council said throw this SEC out. W hy apply it to mining 
when we don’t apply it to automobiles? We remember they can pull 
off as many insurance rackets and automobile rackets as they please 
and get by with it. Let the buyer beware, as the Frenchman made 
the remark. 

If we keep these restrictions and incentives, we have to just keep 
adding penalties. The doctor gives you a shot, but he doesn’t go and 
get at the basic cause, and that is restrictive restrictions, and more 
restrictions, on the individual who is willing to risk his time and 
his money. 

These men that were here talkinz about relief. Their problem goes 
right along the same thing. I remember in the NRA days. The 
Government was willing during the depression. “Here is your money. 
Get out, boys, and wrestle.” 

No; they wouldn’t have it. They don’t want it. But they will risk 
their own money, their own time, and if they can get a few associates 
together, organize a small company, and go ahead, fine and dandy. 
But if these restrictions are on, the initiative is taken out, and then 
comes the tax. Well, you get 5 years because they want our pros- 
pectors. They are using them to an advant: ige. For the first time 
in the history of the United States, when you cross the border, 
American money is at a discount in Canada. It used to be the othe c 
way around. These restrictions are just like the doctor trying to 
prescribe something before he diagnoses your case. He doesn’t say, 
“TI will give you a shot in the arm before hand,” not unless it is a 
phoney case. 

We have all these problems. On wanting aid from the Government, 
Government aid is the last thing that will really—like Mr. Olson 
spoke of there. 

Mr. Hosmer. Mr. Bott, may I interrupt? I would like to direct 
your attention to this, and find out from you the attitude of your 
association relative to two specific proposals that we have heard. The 
first is premium prices. What does your association feel about that? 
Are they good or bad ¢ 

Mr. Borr. We don’t want them. 

Mr. Hosmer. How about tariffs on the import of foreign metals? 

Mr. Borr. A sliding scale. 

Mr. Hosmer. A sliding-scale tariff. That is what is known as the 
Simpson bill. Do you favor th: at, or your associations favor them ? 

Mr. Bort. Right. 

Mr. Hosmer. Do you have anything further, Mr. Bott, that you 
can’t submit in writing? As I say, this is only in fairness to the 
other witnesses that we do have to restrict the time. But I want to 
assure you that the effect of your testimony will not be diminished 
because it is submitted in writing, because we in turn submit our 
written recommendations and the ‘written testimony of the witnesses 
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and the transcript of the oral testimony to the appropriate legislative 
committee. So there is no effort or effectiveness lost in the writing. 

Mr. Borr. Well, we are opposed to basic changes. There are a 
lot of them that have been made that we are opposed to. But the 
old mining code of 1872 that gave the initiative to the individual to 
do what he pleased with his property, we are for that. 

Mr. Hosmer. I want to assure you that the full 11-man membership 
of this Small Business Committee also receives this testimony and 
considers it. 

Thank you very much, 

Mr. George Kohl. Is Mr. Kohl here? 

Mr. Ralph Langley ? 

Mr. Lanatey. I submitted a statement. 

Mr. Hosmer. Do you wish to testify before the committee, Mr. 
Kohl ? 

Mr. Kout. I haven’t very much to say. 

Mr. Hosmer. Will you identify yourself? 


STATEMENT OF GEORGE KOHL, ARIZONA ASBESTOS PRODUCERS 
ASSOCIATION, GLOBE, ARIZ. 


Mr. Kout. I am George Kohl, a member of the Arizona Asbestos 
Producers Association. We have been working on a road program 
to get an access road from Globe up into the Pleasant Valley County, 
in the asbestos area. We haven’t very much progress with the project 
yet. I understand they are out of funds. We are going along further 
with it, 

[ favor the extension of the DMPA. We are working for them 
now. They are working on it now. I haven’t anything more to report 
on it. They are going to go ahead with the applic ation, 

Mr. Hosmer. May ‘I ask, Mr. Kohl, the location of these mines? 
Are they up in the high mountains or are they in places that are 
relatively easy to install roads ¢ 

Mr. Koni. We go over the Sierra Rancho Mountains. We have 
about four or five summits to go over, to an elevation of around 7,000 
feet and back down to me 5,000 feet. The mine elevations are at 
5,000 to 5,400 feet. We have a lot of trouble getting over those roads 
in the winter time, and in the flood season in ‘the summer. We have 
14 creek crossings, and that is a perennial creek, wet all the time. 
When we have floods it is up to 14 feet deep. 

Mr. Hosmer. Does the problem apply mostly to the improvement 
of the existing roads or the building of new roads? 

Mr. Kout. It is the improvement of about 16 to 18 miles of exist- 
ing roads and the building of about 14 to connect a road shaped like a 
horseshoe. We come up the south leg of it, and there is a gap there 
of about 14 miles. That would put our entire road from an elevation 
of about 2,800 feet to 5,400. 

Mr. Hosmer. Has this problem been presented to the Arizona Legis- 
lature, too? 

Mr. Konu. No, I don’t believe so. It has only been presented to 
Washington, to DMPA. 

Mr. Hosmer. These are all federal lands? 

Mr. Kont. These are all Government forests. The rangers have 
been up there and they are making another trip. Whether they have 
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completed that or not, I don’t know. They had one of their repre- 
-entatives of the district up there before, and they are having another 
official from Albuquerque go with them on a 2-day trip over the 
same routing they were over -before. If they get an additional report, 
and I imagine they will get that through their Washington repre- 
sentatives, on the information and costs and feasibility and all, that 
will be provided in the forest report to the DMPA 

Mr. Hosmer. Do you have any opinion as to approximately what 
those costs are ? 

Mr. Kon. Well, I have had one from the Forest Service engineer 
directly. He said he would like to have the contract for about 
$40,000 for the 2 roads, and that cost estimate in 1943 was around 
$70,000. 

Mr. Murer. $40,000 for the entire project ? 

Mr. Kon. No; that was for the spur of about 18 miles. 

Mr. Morrer. Eighteen miles at $40,000? 

Mr. Konu. That is right. We are not asking for any road other 
than an ore haulage road that we can get in and out on. We will 
have 1 crossing of Terry Creek instead of 14 as we have now. 

Mr. Murer. About how much do you estimate you will need for 
the improvement of the existing roads? 

Mr. Konw. That I don’t think will cost more than about somewhere 
around ten or twelve thousand dollars. 

Mr. Mutter. Would you mind telling us who it was that said they 
were out of funds and didn’t have any funds available for the project ? 

Mr. Kont. I don’t have the letter with me, but it came from the 
office of George H. Roll, I believe, in Washington. 

Mr. Hosmer. How long ago was that? 

Mr. Kont. A little over a week. Possibly 10 days. 

Mr. Hrnron. Is that DMPA you are referring to? 

Mr. Kon. I believe it is. I try to keep up with those things. It 
may have been changed. I know they do have another defense 
minerals expansion bureau, I think, that is going to have charge of 
this road project of ours. This George Roll 1s the party that replied 
to my letter. I sent him about an 8-page letter and a map. My 
inquiry to him was whether, in making application for this road and 
the new road and improvement of the existing road, each property 
owner up there would have to apply. I was chairman of the road 
committee and if I applied for each of us, I would need about 42 
sets of applications and about 42 maps. I thought if I could do it 
with one set and one sort of an informal application we would save a 
lot of paper work and time. 

Mr. Hosmer. Thank you very much, Mr. Kohl. Congressman 
Patten has arrived. Would you come around and join us? 

Mr. Mouurer. Mr. Kohl, may I ask you a question: I am going to 
ask you what we ought to know. But while this committee has been 
on the road gathering this information throughout the country, our 
colleagues in Washington passed the Interior appropriations bill this 
week. Do you know whether or not an item was included in that 
bill to cover this project ? 

Mr. Kout. I don’t believe it was. 

Mr. Cuartes F. Wiiu1s. There were $5 million put into that bill, on 
a request of $10 million. I am only reporting in answer to the ques- 
tion. There was $5 million included which meant a complete revision 
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of the list. I don’t think the complete revision has yet been a: 
nounced. 

Mr. Parren. I do wish to apologize for being late. The airplanes 
have been late from Washington to here. The day before yesterday, 
as you know, the Interior appropriation cut was a 61 percent cut. | 
do believe that was not a true figure, because while they cut 60 percent 
in the budget appropriations of the day before yesterday, the supple 
mental appropriations that will follow it in order to cover the points 
they missed will more than cover that. 

As you know, I have written and had correspondence with you about 
some of the problems in mining, and I have had criticism. For i 
stance, I am trying to see that mining claims that are not valid, as 
fas ar I can see, should not be filed. We went through the Pacifi 
Northwest last October and saw these men who went into obviously 
nonmineral producing mines, went on the forest sections and dug a 
ditch and said that was a mining claim. Iam sure you gentlemen do 
not believe that that sort of an activity should be continued. 

Two bills that I have managed to get through the Congress would 
preserve the natural beauty of the Grand Canyon approach route and 
the Oak Creek Canyon, and I think will protect any small miner wit! 

legitimate claim but did remove any attempt to patent the right 
therefor for purposes other than mining. I sincerely hope that this 
meeting will produce from you a good, workable scheme for seeing 
that that sort of legislation can be worked out across the country where 
miners will not be hurt in any regard with unequitable entries onto 
national lands or public domain, will not be allowed by scoundrels, 
people who do not have a legitimate mining interest. I am here to 
listen to you. Iam sorry I wasn’t here earlier. I am sure that many 


interesting things will be brought out today. 

Thank you Mr. Chairman, very much. 

Mr. Hosmer. Thank you. We are going to shift over into the field 
of tariffs now, or at least those who have listed themselves or have 
been listed as being interested in that field. 

I will call on Mr. Ray Dye. Will you identify yourself for the 
record, please. 


STATEMENT OF RAY L. DYE, DYE & BATRICK MINING CO., 
KINGMAN, ARIZ. 


Mr. Dyr. R. L. Dye, Kingman, Ariz. I ama partner of Dye & Bat- 
rick, a small mine operator. 

Mr. Hosmer. How many men do you employ? 

Mr. Dye. At the present time we are employing three. 

Mr. Hosmer. There is no question about your being a small operator, 
then. 

Mr. Dye. We are small, practically too small. 

Mr. Hosmer. As indicated, we are going to have to limit you to 5 
minutes. I will give you a watch so you can time yourself. 

Mr. Dyer. We are operating in tungsten at the present time, but I 
am not speaking for tungsten at this time. I have an associate that 
will bring that up later. 

Mr. Hosmer. Are you speaking for lead and zinc? 

Mr. Dyer. Copper, zine, and lead also. We have had a copper-zinc 
property for a number of years, and operated during the war under 
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the premium price plan quite favorably. However, we were unfor- 
tunate enough to have to take 2 cents less than most of the rest of the 
mines because for some reason or other we couldn’t qualify for the top 
premiums. During that operation we were not able to accumulate 
enough funds to continue developing the property up to the proper 
point. So we shut it down after the premiums. Shortly after that, 
the market price went up and we arranged with another firm to open it 
up. They Just got nicely going when, zoom, down goes the zinc price, 
so down goes the mine, and the mine came back to us. 

Mr. Hosmer, When was this? 

Mr. Dre. We shut it down in 1947, and they started it up in 1949, 
or 1948, the middle of 1948. And they shut it down in 1949. The 
property stood idle for several months. During that time several 
of the stopes, and the ground is not too good, and requires constant 
attention, caved in, and as a consequence there is a considerable ton- 
nage of ore that is lost forever in that mine. We went in in 1950 
and rehabilitated the mine to the best of our ability. However, being 
a small-mine operator and not being able to accumulate enough money 
to operate at a loss very long, we let it go into a very small se cale. We 
saw that the only economical thing to do was to try to get somebody 
else who has the money to put a mill in, which we were fortunate 
enough in doing. They got the mili in, got the mill built, and started 
on good production. ‘And about that time which was about the first 
of the year, the prices dropped again. So they have been struggling 
along trying to keep the mine going. However, instead of anything 
coming better of the market t price, it looks like, as long as we continue 
to import, and finance foreign companies with our own money to ship 
imports in, the small miner in this State is simply going to be squashed. 
I can see no other way. We have heard men from the different mines 
telling about their predicament about employment. I happen to be 
on the other side. 1 would like to ask some of you folks how do you 
expect us to pay $15 a day for miners we n down in South Africa, 
Chile, Mexico, you can get miners for $2 or $3 a day, and that is prob- 
ably high. We ourselves pay more than that, or as much as that, 
simply for compensation insurance, unemployment insurance, and old- 
age benefits, added on top of between $13 and $15 a day, and_yet we 
are supposed to sell in the open market in direct competition with those 
folks. 

Mr. Hosmer. Do you favor, then, a tariff of some sort? 

Mr. Dye. There has to be something. I would say that some sort 
of a tariff, perhaps the one that has been talked about, is ver y good. 
We have to have something to offset the difference, if we want to live 
like we think we do in this country. 

Mr. Hosmer. Do you have any opinion as to the matter of estab- 
lishing quotas on imports of lead and zinc? 

Mr, Dye. Well, I think there should be something established to 
maintain an equitable price in this country. If those countries can 
import under that, and it is high enough for us to operate, I don’t 
see that there needs to be any “quota. “In other words, if we need 
the metal the price will be high, but they will ship it in. It is when 
the price has dropped that we ‘take a b eating. 

Mr. Hosmer. Do you have an opinion as to the percentage of lead 
and zine consumed in this country that should be produced 
domestically ? 
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Mr. Dye. Well, I think we should produce, or at least have the 
facilities for producing domestically, enough to maintain almost any 
economy except an extreme wartime demand. 

As a matter of fact, I think we should protect ourselves even on that 
very much, because, as we have read aiid I imagine the rest of you 
have, the Soviets have something like 750 submarines. If we shut 
our mines down due to foreign competition, and have to import in 
case of an emergency, I don’t believe we have a big enough way to 
do it. 

Mr. Hosmer. Do you have an opinion as to the stockpiling program, 
whether it is good or bad? 

Mr. Dye. Yes; I think stockpiling is all right. However, I don’t 
see why we should stockpile from all other foreign countries. Why 
don’t we limit ourselves, for instance, to the small mines? In other 
words, we could establish the small-mines price by stockpiling thei: 
product. We only produced, when we were operating that property, 
600 tons of metal in a year 

As a matter of fact, 610 tons just eliminated me out of the 1-cent 
preimum that was offered under the premium-price plan because up 
to 600 tons you got it automatically. Above that it took a Philadel 
phia lawyer to go back to Washington and argue with them, which 
I haven’t had the time to do. 

Mr. Muurer. Mr. Dye, you are not taking the position that we 
should lower the wage sc ale of the miners, but rather taking the posi 
tion that the price must be stabilized so that the miners can continue 
in business and pay those wages and earn a fair profit to themselves? 

Mr. Dye. Absolutely. Asa matter of fact, I am a small operator 
as well as a miner myself. I know what it is. I wonder if the rest 
of you do. Take a stoper and put it up into a ceiling here and turn 
iton. You are in a stope you can’t see and the mud drops into your 
face and every once in a while a rock, and yet we expect our miners. 
Well, we have to beat them down in order to be able to operate. But, 
frankly, I hate to ask a man to work under conditions like that for 
what they are getting. We should be in position where they should 
draw the highest wage possible. Their lives are the shortest. We 
have to have the metal. 

Mr. Mutter. I think this committee is, to a man, in agreement with 
you, and something should be done to help you operate. 

Mr. Dye. There is another thing that would help the small mines, 
not perhaps as small as we are, though it might help. We don’t go 
into financing ourselves. We have been fools enough to spend our own 
money and starve to death practic ally all the time while we are doing 
it. However, if it were es sier to financ » and if there were some incen- 
tive for someone who is pay ing 50 or 60 percent income tax, if there 
was some real incentive where he could put some of that money in 
with us, it would help things a whole lot and it would induce a lot 
more prospecting and a lot more er ane For one thing, up in 
Canada, they give the miners 3 years tax-free on a new operation. I 
would suggest ‘that we gave 100 percent depletion, which would be the 
same, for the first 3 years, and perhaps 50 percent depletion for the 
next 2 or 3 years, and gradually go down. 

The small mines haven’t any 50- -year program. They work a mine 
2 or 3 years and it is gone. In the meantime, they have to spend a 
good bit of their time ‘and effort seare ‘hing for others. No one pays 
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us for our time. We can’t deduct it off of any costs. It is simply 
gone. That is all. I think that the higher depletion for the small 
mines would be a big incentive in getting something started, and 
keeping it going. It would give us something to let us hang on to 
when we do hit it. 

Mr. Hosmer. We do want to thank you for your testimony, and 
again remind you if there are fields that you wanted to cover and have 
not covered, please submit them to us in writing because it is just as 
important for us to receive that information as it is for you to give 
it to us. 

Mr. J.H.Cazier/ Please identify yourself for the record. 


STATEMENT OF J. H. CAZIER, COPPER KING MINE, BAGDAD, ARIZ. 


Mr. Cazier. J. H. Cazier, a mine operator at Bagdad, Ariz., with 
15 employees. I want to point out to you gentlemen as rapidly as I 
can What a small operator might be. He is the man who takes his 
own money and the money of his friends and goes out to the end of 
one of these roads and finds a hole in the ground and tries to make 
a go of it. He uses his own judgment in what he is going to do, and 
what he is going to try. 

Now that is the point from which he starts. In discussing tariff 
incentives, we bring up one of the main points in which the small- 
mine operator has always had to use his judgment. That was in 
deciding what the price was going to be at for the metal at the time 
the mine reached the production stage. In a case of a number of 
operations, the production state isn’t reached for 1, 2, or 3 years. 

You take a man who has invested his entire savings and who has 
gone out and invested it in such a way that he has a hole in the ground 
and a road and a few things such as that, that have no resale value, 
absolutely nothing. It is not like if he bought a hotel or store across 
the street, but it has gone out and reached that point. 

In observing the operations of the tungsten and manganese pro- 
grams, both of which have a guaranteed price and a guaranteed period, 
it has been fairly obvious that the guaranteed price has helped t 
provide the incentive for this man to use his judgment, and go out ind 
start something. I think you will find that the use of either protective 
tariffs, in other words the sliding-scale tariffs, or consideration of : 
setup whereby the mine operator can be guaranteed, say, 8 cents or a 
sliding scale down to 1 cent a pound for his metal, depending, of 
course, on his production, something like that, over his market, or the 
premium price plan would be helpful. 

However, I am not in favor of the premium price plan for the reason 
that it doesn’t give this longer period. It doesn’t give the security. 
It is subject to the whim or ideas of the man who sets this premium. 
There has never been a setup that gave a man enough time to figure 
what he is going to do. 

Mr. Moutrer. Before you leave that point: Do you think the state- 
ment by Mr. Dye on the business of giving you greater tax exemption 
by greater deletion allowances might give you that incentive? 

Mr. Cazier. Yes, very definitely. You gentlemen ean appreciate 
that, as Mr. Dye pointed out, he may have worked for 5 or 10 years 
trying to arrive at the point where he is going to place this property in 
operation. There is one economic point, say, where suppose he made 
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$100,000 to $150,000 in that one year. He may have made $1,000 each 
of the preceding years. He is entitled to be able to spread that out over 
a longer period of time. That is what is true, I think you will find, of 
quite a number of these gentlemen who have testified or will testify. 

Mr. Hosmer. In connection with these metals where we don’t have 
an import problem of foreign glut, you still believe that there is some 
stabilization of prices, or other types of incentives by taxes, which is 
necessary in order to keep these metals in supply ? 

Mr. Cazrer. I believe so. Gentlemen, I am speaking right now 
mainly of copper, zinc, and lead. However, we are in the tungsten 
mining business, and most of our men are employed mining tungsten 
right now for the reason that we can’t mine zinc. Zinc is too low and 
we happen to have brought a tungsten mine into production about the 
corresponding time the zine prices dropped. 

Gentlemen, I have here the engineering and mining journals’ aver- 
age metal prices by years. You will note in the case wheré we take 
copper. These other lines below are lead and zinc. You will notice 
that there are a series of peaks in the price of metals. There was a 
man who conducted a very careful study and determined that most 
mining companies, fairly sound, medium sized, and small mining com- 
panies, only made money during these periods of peak and only made 
money possibly in 2 out of 5 year periods. By the imposition of ceiling 
prices, you denied to your domestic mining industry all the profits 
which would have accrued in each of these various peaks. 

That peak money should have been available to us rather than to our 
foreign competitors, our foreign competitors were allowed to expand 
their production, build up their mines, do their development work and 
resulted in the very production which is available to us now in compe- 
tition and has shut our mines down. 

By denying access to your domestic producers at all of these peaks, 
you have made them come along at a very straight line, and cut off all 
the profit line, or a very substantial part of it, and haven’t allowed 
them to go ahead, and you haven’t allowed them to do their develop- 
ment work to the extent that right now, today, you will find that your 
mines don’t have large areas of nigh reserves, high-grade reserves. 
Even the larger mines don’t. 

Mr. Hosmer. The domestic mine production lags behind the price 
peaks, in other words, is that right? 

Mr. Cazrer. Yes, definitely. In facf, the peak isn’t quite a true pic- 
ture because the peak arrives before your domestic mine production. 
Your domestic mine production will be high after the peak. 

Mr. Hosmer. That is what I mean. 

Mr. Cazier. There is another point that ties into this very closely. 
At the time of the last price peak, at the time the last lead-zine-copper 
price was particularly high, your various Government agencies, every 
one that had anything to do with the setting of Government policies, 
were trying to figure out ways to bring out increased production of 
metals. At that very time, at the time the prices started to drop, and 
this program was being promoted, the very time that this program 
was bejng promoted, we noted that the Government was also, at the 
same time, making contracts with our foreign producers, foreign com- 
petitors. 

I have 1 or 2 things that I might point out further. 
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Mr. Muurer. Before you leave that point, these contracts that you 
just referred to provided for your foreign competitors to get a price 
higher than the present domestic price? 

Mr. Cazrer. Yes, sir. They were at or about in line with the price 
that existed at the time the contracts were negotiated. 

Mr. Muurer. These contracts run for as long as 5 years? 

Mr. Cazter. Yes, sir. 

Mie. Mu rer. So they are guaranteed a price running up to 17 and 
i714 cents a pound, with your domestic price at 10 or 11 cents? 

Nir Cazier. Yes, sir. 

Mr. Mutter. Those contracts were negotiated immediately follow- 
ing the Korean war? 

Mr. Cazier. Yes, sir. 

Mr. Hinton. Were these DMPA contracts ¢ 

Mr. Cazrer. I wouldn’t know. 

Mr. Mouurer. DMPA participated in the making of the contracts 
and it was on their recommendation that the contracts were entered 

nto by General Services or some other Government agency. Some of 
them were entered into with the Export-Import Bank. 

Mr. Cazier. There is one point, gentlemen, that I failed to make, 
my major point. That was that by the imposition of ceiling prices 
and by denial of access to the world markets by your domestic 1 mining 
industry, our Government implied support of some sort in case there 
was a drop in metal prices. 1 believe you will find that your witnesses 
will support that general idea. You see, we had no access to these 
high prices. 

Mr. Mutter. I have one more thing before you go. What issue of 
the Engineering and Mining Journal did this graph appear in? 

Mr. Cazter. You may keep that. I will get another one. 

Mr. Mutrer. I would like to have it identified on the record. That 
is why Lam asking you. 

May the record show that the witness has been referring to a chart 
prepared by the Engineering and Mining Journal which appeared in 
their publication of February 1953, and refers to the annual averages 
for 1897 to 1952 and the weekly averages for the year 1952 

Mr. Cazier. Do do have any further questions, gentlemen ? 

Mr. Hosmer. Thank you very much, Mr. Cazier. 

We are going to have to adjourn now. We will reconvene at 1 
o'clock in the lounge room, downstairs. They have made it available 
tous. The first witness then will be Mr. Charles Suiter, or somebody 
else if they have to get away. 

(Whereupon, at 12:05 p. m. the committee was recessed, to recon- 
vene at 1 p. m., the same day.) 


AFTERNOON SESSION 


Mr. Hosmer. The committee will come to order. 

This is the hearing of the Select Small Business Committee of the 
House of Representatives, on special problems relating to the mining 
industry. Present today from the House are myself, Re _presentative 
Craig Hosmer, of Long Beach, Calif.; Representative Abe Multer, 
of Brooklyn, N. Y.; and soon will be here Representative Harold 
Patten, from your own State of Arizona. 
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Congressman Rhodes, who represents the particular area, was very 
desirous of bei ‘ing here. However, he was unable to get away from 
some of his other duties in Washington to make this particular hear 
ing. We have 36 witnesses scheduled for this afternoon. We would 
like to spend sufficient time here in Phoenix to give all of you a chance 
to say all you wanted in as long a time as you wanted to take to do 
it. However, of necessity, we have had to compress this hearing into 

day because there are other matters that must take our attention 
back in Washington. Also we have been in Denver, Spokane, and 
San Francisco in these hearings at a prior time. If we didn’t have 
to try to compress these things, we wouldn’t get back to Washington 
in time to do anything about it. But let me emphasize this point: 
You are all entitled in addition to your oral testimony, or in the place 
of oral testimony, to submit to the committee any written statement 
on the subject which you desire. That statement can be submitted 
either today at any point during the proceedings, or it may be mailed 
to us within a reasonable time, being mailed to the House Small Busi- 
ness Committee, House Office Building, Washington, D. C. 

I want particularly the witnesses who may be cut a little short 
this afternoon to submit anything additional they have,» 1 want to 
assure you that it will receive the same consideration as though it 
was stated here. It will be considered by the full 11-man member- 
ship of the Small Business Committee, and it will be broken up ac- 
cording to subject and furnished to the appropriate legislative com- 
mittees of the House of Representatives. In order to get through, 
we will have to make a time limit of 5 minutes. Where there are more 
than 1 of you representing any particular company, will you please 
let only 1 of the men testify al have the other material submitted 
in writing? Where you represent an association, we will take more 
than one witness, but again we admonish you to watch the time. It 
is not for us but it is for the benefit of the other witnesses who have 
dropped their affairs to be here today at this session of a committee 
of Congress. 

We have tried to bring the Government out here to you and we want 
to do as good a job of it as we possibly can, and we want to hear as 
many as we possibly can. 

Some of you were not here this morning. I want to introduce our 
staff, also: Bynum Hinton, our counsel, “and Carl Davis, our staff 
member and assistant to Chairman William 8S. Hill, of the Small Busi- 
ness Committee, who unfortunately couldn’t be here. Another gentle- 
man who was to be here and who is in town today, but is unfortuns itely 
ill, is Representative William McCulloch, of Ohio. 

Wew ih call Mr. Charles H. Suiter. 


STATEMENT OF CHARLES H. SUITER, ON BEHALF OF THE TOMB- 
STONE COUNCIL, ARIZONA SMALL MINE OPERATORS ASSOCIA- 
TION, TOMBSTONE, ARIZ. 


Mr. Surrer. I will file my written statement, Mr. Chairman, but 
I would like to read it. 

Mr. Hosmer. Very well. Will you identify yourself for the record, 
please ? 
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(Mr. Suiter’s prepared document follows :) 


STATEMENTS AND RECOM MENDATIONS BY THE TOMBSTONE COUNCIL, ARIZONA SMALL 
MINE OPERATORS ASSOCIATION, TO SELECT COMMITTEE ON SMALL BUSINESS, 
UNITED States House oF REPRESENTATIVES, WILLIAM S. Hitt, CHAIRMAN- 
CONFERENCE HeLbp aT Westwakp Ho Hore, PHOENIX, ARIz., APRIL 30, 1953 


To the Congressional Committee on Small Business: 


The 43 members of the Tombstone Council of the Arizona Small Mine Operators 
Association, welcome the opportunity to convey to your committee, our views and 
recommendations with respect to the present devastated condition of our lead and 
zine mining industry—a condition due entirely to low metal prices caused by the 
importation of low cost foreign produced metals. 

We believe that it has been an unwise and shortsighted policy on the part of our 
Federal Government that has permitted and caused the lead and zine segment 
of our domestic mining industry to deteriorate to its present state of idleness and 
ruin. We belive that it is unfair and improper for our Government to sponsor 
and build up the economy of foreign countries at the expense of and to the 
neglect of our own. We believe it to be a very dangerous policy to place our 
country in a position of dependence upon unreliable foreign sources of metal 
supply for our defense and industrial needs. The only sateguard against this 
dependence is for our Government to accumulate stockpiles of lead and zinc 
from present world surplus and to build up our domestic lead and zinc mines as 
rapidly as possible. 

We believe that, in our democratic concept of equat rights and privileges for 
all, our small-mining industry is entitled to receive and should be granted by the 
Federal Government the same considerations ; the same production incentives by 
price supports and subsidies and the same tariff protection against the importa 
tion of cheap foreign metal, as have been and are now being given to our agri 
cultural industry. 

The cost to our Federal Government of establishing and maintaining a strong 
dependable mining industry will be insignificant as compared to the cost of our 
foreign aid and farm support programs. An adequate mining aid program 
will require less than one-half of 1 percent of the 30 billion our Government has 
already sent to foreign countries; less than 2 percent of the 5 billion or more 
foreign aid we will donate in the fiscal year 1953-54; less than 4 percent of the 
two billion eight hundred million our Government has lost through its farm 
support program, less than 10 percent of the billion or more our farm support 
program will cost our Government in the next fiscal year 

We contend that a healthy and vigorous domestic mining industry is vitally 
essential to our national security ; we contend that it is the duty and responsibiity 
of our Federal Government to act immediately to accomplish this security by 
assisting and encouraging the development of our domestic mineral resources 
by the prompt enactment of adequate mining aid legislation 

Therefore, we recommend to the Congress that the Congress take immediate 
action to accomplish the following: 

1. Establish a base or floor price of 16 cents per pound on each, lead and zinc, 
and base prices on other strategic metals in amounts that will encourage and 
sustain maximum production. 

2. Enact a sliding scale import tax on foreign lead and zinc in the amount of 
1 cent per pound for each cent per pound below the base or floor price. 

3. Enact legislation that will provide for the accumulation of a stockpile of 
a 3-year supply of strategic metals. 

4. Enact such mine aid legislation as will.recognize and give consideration to 
the fact that our Nation’s future dependable mineral supply must be developed 
from our small mines and prospects, therefore it is essential to provide for cash 
advances and leans, with a minimum of redtape, to small miners and prospectors 
for their use in the exploration, development, and production of minerals. Such 
loans to be repaid over a period of 10 years by a 5-percent royalty on ore sold. 

5. Enact such mine aid legislation as will recognize and give consideration 
to the obstacles and handicaps and the high costs inherent in the development 
and operation of small mines and prospects, viz: 

(a) Recognize that practically all small mines and prospects are isolated and 
remote from the mills and smelters upon which they are dependent for a market 
for their ore, thus entailine heavy transportation charges. 


84376—53 28 
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(b) Recognize that the price paid the small miner for his crude lead ore is 
based on the market price for refined lead at New York, with all the charges for 
milling, smelting, refining, and transportation backed up and deducted from the 
settlement made to the small miner. 

To compensate for these inequities (a, b), and to encourage and make possible 
the development of our small mines, the Congress should provide for the pay- 
ment to the small miner or miner a production premium or subsidies of not less 
than 5 cents per pound on the gross lead and zinc content of ore actually sold 
or shipped to mill or smelter, limiting such premium payments to not more than 
400 tons of crude ore per month. 

Respectfully submitted, 

Cuas. H. Surrer, 
Assistant Secretary, Tombstone Council, Tombstone, Ariz. 


Shattuck Dens. Mining Corporation 
DENN BRANCH— BISBEE, ARIZONA 
ORE SETTLEMENT 
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Mr. Murer: Can you tell us what the miner’s break-even price on 
that ore would be? 

Mr. Surrer. What the miner should receive? 

Mr. Murer. Give me what he should get, including a fair profit. 
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Mr. Surrer. I am covering that here in my summation. 

Mr. Motrer. All right. 

Mr. Patren. It is 16 cents, is it not? 

Mr. Sutter. To compensate for these inequities and to encourage 
and make possible the development of our small mines, the Congress 
should provide for the payment to the small mine or miner, a produc- 
tion premium or subsidies of not less than 5 cents per pound on the 
gross lead and zinc content of ore actually sold or shipped to mill or 
smelter, limiting such premium payments to not more than 400 tons 
of crude ore per month. 

That limitation would be a protection. It would limit the payment 
of the premium to the small miner where it belongs. It oot cut out 
premium payments to the large producers who ae the premium 
anyway, and they don’t need it. It would put the premium in the 
hands of the small miner to help develop our mineral resources. 

Mr. Hosmer. Mr. Suiter, one of your points was that a floor price 
of 16 cents be on lead and zine. 

Mr. Surrer. That is right. 

Mr. Hosmer. You have developed those cost figures very well, ancl 

I want to compliment you on your comprehensive statement. It was 
very fine. Since that floor price problem will probably have some ex- 
yansion on it, if you have any additional data that you can submit 
lati as to why the breakdown should be at the 16-cent price, or justi- 
fication, or whatever other material you have in connection with these 
floor prices, I think it would be helpful. 

Mr. Surrer. I would like to say now on a floor price of 15 or 16 cents 
a pound. the opinion of most miners, including the large ones, is that 
that is about the minimum ore price at which they can operate. That 
covers the small mines as well as the large ones. It gives them an 
incentive to put out their production. But the small miner that 
doesn’t have his mill and smelting facilities must be compensated in 
some way against these terrific smelter charges and deductions. 

As I state here, the present 1214 cents lead in New York give the 
small miner less than 6 cents a pound at his mine before his produc- 
tion costs. 

Mr. Hosmer. Does your association take any stand on other metals 
than lead and zinc in relation to the floor price ¢ 

Mr. Surrer. We approve this manganese program, the purchase 
program, where they have established a purchasing depot at Wenden, 
Ariz. 

Mr. Hosmer. I mean specifically in connection with the floor price. 

Mr. Surrer. Well, that would be up to what conditions warrant. 

Mr. Hosmer. You are lead and zine operators mostly in your asso- 
ciation ¢ 

Mr. Surrer. That is right.- The lead and zinc industry is what is 
suffering right now. Copper doesn’t need anything right now. They 
are not only getting a good price, but the Government has said, “You 
develop this piece of property and we will guarantee you a certain 
floor price.” They are already doing that on copper. 

Mr. Hosmer. I think you have answered that, Mr. Suiter. 

Mr. Surrer. Now, there is just another thing that I want to cover 
in my observations here. Our organization of 43 members oppose any 
change in the basic mining law, except we feel that the requirement 
on the cost of annual assessment work should include any cost entailed 
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in geophysical prospecting. It used to be that we thought the only 
outcrops or veins of metal were in the hills where they had been sub- 
jected and exposed to erosion. Now we have decided that these val- 
leys also may contain very valuable minerals deposits. But they are 
covered by probably a hundred or two or three hundred feet of erosion 
from these hills, and the presence of the ore under many circumstances 
can only be detected through geophysical surveys. 

Mr. Hosmex. I think we understand your point on that one all right, 
Mr, Suiter. 

Mr. Surrer. I hope you do. The point I am making is that one of 
our members has a large group of claims that is being geophysically 
surveyed, and he is not permitted, under the present law, to apply that 
as his annual assessment work. But he should be. So we would like 
to have that point emphasized. 

Mr. Hosmer. To bring the law up to date with the new methods of 
exploration, in other words. 

Mr. Surrer. Well, don’t change it too far, though. 

Now, on the subject of taxation. The taxation should be liberalized 
to invite venture capital into the mining business. Our group also 
opposes any change in the Bureau of Land Management from the 
Department of Interior to the Department of Agr iculture. This 
morning, somebody mentioned, I think you did, about a revision clause 
in the patents, 

Mr. lee My question was did you think it would be necessary, 


in addition to just good solid enforcement of the present law. 
Mr. Surrer. No, I think a revision clause in mining patents would 
be very objectionable. The answer to that is when the patent is issued 


the Government should for once and all determine at that time 
whether or not that patentee has complied with all the terms of the 
mining law, If he has, and if the patent is issued, that should be final. 

Mr. Mutrer. What about keeping his promise to work the mine? 

Mr. Surrer. He don’t after his patent, he don’t have to work it. 

Mr. Mutter. Just take it and say, “I am going to do it,” and then 
just sit back and let the mine stay there, let the ore stay in the ground. 
You don’t mean that, do you? 

Mr. Surrer. I don’t know of any provision in the patent law that 
provides for any promises at all on the part of the miner. That is 
true in unpatented claims. 

Mr. Mutter. The reason it has been suggested that there should be 
a right of reversion to the Government is if you let your mining 
property stand idle for 5 or more years, why shouldn’t somebody else 
go in and work it ? 

Mr. Surrer. There are a lot of idle mining properties right now 
that are not the fault of the patentee or the locator. 

Mr. Mutter. Don’t you protect him when you provide that, if it is 
not worked, because it is no fault of his? 

Mr. Surrer. I contend that the rights of the patentee should be de- 
termined at the time the patent is issued. That can be done at that 
time very easily, to determine whether or not he has discovered 
something. 

Mr. Muurer. How can you determine when you issue the patent to 
him that he is going to work his mine? 

Mr. Surrer. You and I are not thinking along the same lines here 
now. 
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Mr. Mutter. I am thinking along the lines of right of reversion. 

Mr. Surrer. The issuing of a patent on a mining claim doesn’t 

carry any obligation of the patentee. 

Mr. Motrer. The question being propounded to you is why should 
a patent not contain a provision with a right of reversion to the 
Government if the patent is not worked. 

Mr. Surrer. That would be superfluous if they would determine 
the ratentee’s right at the same time the patent is issued. 

Mr. Mutter. If I am wrong, let’s get the record clear, because the 
rec od is not clear on it up to this time. 

A patent is issued to a man who goes in and proves he is entitled to 
his patent. He is financially responsible, he has dtermined there is 
ore there, it is minable ore and it should be mined and then he gets 
his patent and he closes up his mine and walks away from it. Why 
should that man have that patent continued in his name? Why 
shouldn’t that be reverted to the Government, assuming he doesn’t 
abandon it because of lack of finances, or no fault of his, but he just 
walks away from it. Why shouldn’t that be reverted to the Govern- 
ment. If you can’t answer it, say so, and we will ask the question 
of the other witnesses. 

Mr. Surrer. I will say to you that you are trying to put into the 
patent law something that isn’t there, that doesn’t exist. 

Mr. Muurer. What is w rong with it? Iam not saying I am going 
to advocate it. Let’s understand each other, sir. The proposal has 
been put forth that there should be a right of reversion in these 
patents if there is an abandonment of the patent or of the mine. What 
we would like to know are the facts: Why shouldn’t that be put into 
the patent or why should it be put in, either way? We would like to 
have the facts so this record will be complete on that score. If you 
can’t answer it, sir, there are several other people in the audience who 
have indicated they would like to answer it and we will pass it for the 
time being. 

Mr. Surrer. We will skip that for the time being. 

Mr. Muurer. Very good. 

Mr. Surrer. I just want to point out in conclusion that a domestic, 
a healthy, domestic mining industry is essential to our national defense. 
There isn’t any question about that. And the Government, this 
economy-minded Congress that we have at the present time, which I 
am in favor of, should not consider this mine aid as a cost or a loss 
compared with their farm aid program where they have lost $2.- 
800,000,000 in the last 20 years. I contend that a mine aid program 
will be an investment of our Government in national defense. 

Mr. Hosmer. Can you summarize briefly ? 

Mr. Surrer. There is one more point I want to make here again, 
on this smelter proposition. In southern Arizona we have a flotation 
mill at Patagonia. It is a 70-mile truckhaul. We have a flotation 
mill at Deming, N. Mex., a lead smelter at El] Paso and a zinc smelter 
at Amarillo. They are far removed from the production of ore. 
When a shipper sends his ore to the mill or the smelter, he never knows 
what he is going to get. I havea purchase schedule here. I will show 
it to you because I can’t leave it with you. 

Here is a purchase schedule for ore. It says in effect that this 
smelter will purchase copper ore. In the first place it will deduct 
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| percent from the assay, and then it will pay for 100 percent of the 
balance, less 7 cents deducted from the copper price. In other words, 
this 7 cents on 30-cent copper means 23 cents right off the bat. There 
are a lot of things that the small miner has to contend with that you 
gentlemen can’t very well correct. 

Mr. Hosmer. Well, thank you very much, Mr. Suiter. 

Mr. Surrer. But we want you to keep them in mind when you are 
thinking about this mining aid legislation. 

Thank you very much. 

Mr. Hosmer. There has been a misunderstanding relative to the 
committee’s statement on the number of witnesses for each company. 
What we mean is that on a subject we like one man from a company 
to cover the particular subject for which he is scheduled, but if you 
have another man from your company here to take up one of these 
other topics, that is perfectly permissable, 

The next gentleman scheduled is Robert Paulsen. Will you state 
your identification for the record, please. 


STATEMENT OF ROBERT E. PAULSEN, EXECUTIVE SECRETARY, 
PRESCOTT CHAMBER OF COMMERCE, PRESCOTT, ARIZ. 


(Mr. Paulsen’s prepared paper follows :) 


STATEMENT OF Ropert E. PAULSEN, EXECUTIVE SECRETARY, PREScoTT CHAMBER OF 
COMMERCE, PRESCOTT, ARIZ., CONCERNING NEeED FoR ZINc-LEAp Support Lecis 
LATION FOR THE MINES OF YAVAPAI COUNTY—STATEMENT DELIVERED BEFORE THE 
SELECT COMMITTEE OF SMALL BUSINESS OF THE HOUSE oF REPRESENTATIVES— 
Hearne HELp at PHOENTX, Ariz., APRIL 30, 1953 


GENTLEMEN : My name is Robert E. Paulsen, and I am the executive secretary 
of the Prescott Chamber of Commerce of Prescott, Ariz. As the only chamber of 
commerce in Yavapai County, we represent the county, and our membership of 
450 is countywide. Our chamber of commerce appreciates the privilege of ap- 
pearing before your committee in support of legislation directed toward the 
improvement of our small mines in the interest of the need of their products 
for our national defense. 

We believe that the development of our small mines is vital to our country 
as well as our area. With this thought as our purpose in appearing here, I 
would like to first bring a few facts to your attention. 

Yavapai County ranks third in the State of Arizona at this time with 20 pro- 
ducing mines. We have 18 properties as of January of this year that can produce 
lead and zine ; however, primarily due to present prices, at that time (January), 
all of these properties were not producing. We made a second check this month 
and found only two mines producing lead and zine. These two are the Old Dick 
mine, which is doing development work, and the Iron King mine. 

As our county is extremely large, our figures may not include 1 or 2 mines, 
but in general they are accurate and do give the picture of our area. 

zist summer an estimated 515 people were employed in Yavapai County in 
producing lead and zinc. Today an estimated 237 are employed. This means 
that our employment from lead and zine production has fallen off more than 
50 percent. 

The importance of such a direct employment loss to our area is obvious. There 
is an indirect loss through salespeople laid off as a loss of such retail trade, the 
effect on our retail stores, and all types of business dependent upon the salaries 
of these miners. 

Outstanding mines of our area producing lead and zine are the Bodie mine 
of Prescott, Boston Arizona mine of Skull Valley, French Lily mine of Cleator, 
Copper King mine of Bagdad, Old Dick mine of Bagdad, Cash mine of Prescott, 
Silver Flake mine of Prescott, New Strike mine of Prescott, Oro Flame mine of 
Prescott, Iron King mine of Humboldt and United Verde mine of Jerome. 

We realize that the production of lead and zine is often dependent on other 
metals such as gold, silver, and copper and when discussing need for legislation 
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-- 


in regards to these metals, one must look at the entire field. But today we from 
the Prescott Chamber of Commerce are interested only in the 2 metals of zinc 
and lead and are discussing only those 2 metals. 

In addition to the affect on our local economy of the decrease in lead and zine 
production, it is our belief that the loss in production has an important national 
affect. These two metals are important to our national economy. We people in 
mining communities have seen for the third time our county pursue policies that 
means that our mine producing metals of necessity to our military and industrial 
production have almost completely ceased production while at the same time the 
same metals have been produced in foreign nations and purchased for our na 
tional use. We have seen in World War I and II many of these same foreign 
countries made inaccessible and we had to use our own mines for emergency 
supply. We are in a time today as you gentlemen know much better than we 
here in Arizona, when no one knows from day to day if we face war or peace 
and what countries will be on what side if there is war. At a time like this we 
cannot understand our country having legislation that leads to market condi- 
tions that prevents development, exploration, and production rather than foster 
these. 

I would like to point out briefly the ABC’s of what 11-cent zine means to 
one of our two producing mines and why, if this present price continues this 
mine can do nothing but shut down. I am speaking of the Old Dick mine of 
the Manhattan Consolidated Mines Development Co. 

This mine over the past 2 years has shipped or sold to custom mills 33,040 tons 
of crude ore assaying 21.84 percent zinc. This is considerably better grade than 
many mines are able to produce. F 

Today, to this mine, the 11-cent zine price means less than a market value of 
8 cents per pound for the total zine contained in the ore. 

To demonstrate this in figures: 

The zine in the ore is 21.84 percent. A custom mill deduction is made of one- 
half of 1 percent. Their mine receives payment of 70 percent of the resulting 
21.34 percent at 4.2 cents per pound which equals a gross value of $12.85 per ton 
of ore. This $12.85 divided by the 436.8 pounds of zine that were in that ton 
of equals 2.94 cents per pound final payment to the mine. From this 2.94 cents per 
pound must come overall mining costs, freight, and trucking to the railroad. 
Gentlemen, this cannot be done profitably ; and in a letter dated April 23 which 
our office received from the manager of this mine, he stated that at the present 
time the mine is operating at a loss and, that if present prices continue, they 
face no alternative but cessation of operations. This is one of the two mines in 
our county still in operation. 

The present unstable market with added costs for which the present low and 
uncertain price as well as the need to start and cease operations are directly 
responsible, has lead our chamber of commerce economic development division 
to endorse the seven-point program which was adopted by the mining and eco 
nomic experts at the Colorado Mining Association Convention held in Denver 
in February of this year and which was drawn up by the National Emergency 
Committee on Lead and Zinc in conference at Denver the same month. 

This same program was unanimously endorsed by the Mountain States Asso- 
ciation of Chambers of Commerce at their annual meeting in Pueblo, Colo., in 
April of this year. This association of more than 130 chambers of commerce of 
the 8 Rocky Mountain States, and of which I speak as first vice president, 
agrees that constructive legislation is need if this portion of the mining industry 
is to be preserved. 

This seven-point program is as follows: 

1. Whenever the respective market prices for lead and zine are below the prices 
required to perpetuate the domestic mining industry a sliding-scale import tax 
on lead and zinc must be provided. 

2. The base prices of lead and zine on which the tax should be determined 
should be prices that will yield domestic market prices of 15% cents per pound, 
New York, for lead, and 14% cents per pound, East St. Louis, for zine. 

3. These base prices should be adjusted periodically with the BLS index of 
primary market prices for all commodities other than farm and food. 

4. No tax shall be assessed when the United States domestic market price is 
equal to or greater than the adjusted base price. 

5. In the case of zinc metal and refined lead, the import tax should be at the 
‘ate of 1 cent per pound for each cent the market price is below the adjusted base 
price. 
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6. The same procedure should apply for zine and lead in ores and concentrates 
eycept that the import tax should be seven-tenths cent per pound for lead content 
and six-tenths per pound for zinc content. 


7. The legislation should be made effective for not less than the life of the 
Defense Act, or any extension thereof. 

Finally, gentlemen, let me say that our chamber of commerce is not here 
today to speak only for those of our members who are engaged in the mining 
industry. Mining cannot be looked at as a separate portion of the economy of 
our country or State. Every one of our businessmen is affected by the present 
undesirable conditions in the production of zinc and lead and need your assistance 
in securing needed legislation. 

Again, may I express my appreciation for your courtesy in receiving this 
statement. 

Mr. Murer. I have one thing, please. Can you tell us what the 
price per pound the miner needs on the average to break even ? 

Mr. Pavutsen. The price per pound which was proposed in this 
program, and which our economic development division went over, 
sets it at 1414 cents for zine. 

Mr. Mutter. The gross price ? 

Mr. Pautsen. Yes. Do you mean how much he should receive? 
2.94 cents. 

Mr. Mourer. Taking that 2.94 cents as what he is getting of the 
11-cent zinc, how much does he need to break even ¢ 

Mr. Pautsen. This is going to be entirely a conjecture, in my opin 
ion, from the figures obtained from the mines. But I would say 
would have to be approximately 6 cents. 

Mr. Muurer. What I have in mind is this: If you are going to ad- 
dress yourself to the gross price, whether you are going to do it by 
tariff or incentive, and - you are going to say the 11- cent price is wrong 
and obviously it is, that the price should be 14 cents, I think this ¢ om- 
mittee would be very anxious to see that the differential, whether it 
be 2, 3, or 4 cents added on to the current price, would go to the miner, 
the mine operator, and not be lost in. transit. Most of this money 
today, about 8 cents out of the 11, goes to transport and into the pockets 
of everybody else along the line, other than the mine operator. If 
we can help the mine operator by stabilizing the price, let’s see to it 
that he gets that differential. 

Mr. Pavtsen. I can say one portion on that. Our committee which 
studied this program which was proposed consisted of two men who 
are mining engineers. We also had several men who are interested 
in mines through investing their funds in it. These men took the 
1414-cent figure, tried to use that differential that you have mentioned, 
and came to the conclusion that the 1414-cent figure was justified in 
regards to zinc. The figure in regard to ‘lead on ‘this i is 1 cent higher. 
And both of those figures were justified. The final sum of money that 
the miner would receive would be a break-even figure with a property 
that was justifiable. 

Mr. Hosmer. Thank you very much, Mr. Paulsen. 

Mr. Hosmer. Mr. McFarland? 

Mr. George A. Warner? Mr. Warner, please identify yourself for 
the record. 
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STATEMENT OF GEORGE A. WARNER, MINING ENGINEER, SHAT- 
TUCK DENN MINING CORP., ALBUQUERQUE, N. MEX. 


Mr. Hosmer. May we receive this written statement for the record, 
Mr. Warner ? 

Mr. Warner. Yes. Practically all that I had in mind to say is 
summed up in this statement. 

Most of this stuff is nothing else but statistics which are for the 
record only. I do not intend to read them. 

(Mr. Warner’s prepared statement follows :) 


lo Hon. William Hill, Chairman and Gentlemen of the Congressional Small 
Business Committee: 

Mr. Chairman and members of this committee, my name is George A. Warner. 
lam a mining engineer registered in the State of Arizona, registration No. 922. 
My present residence is Albuquerque, N. Mex. I am associated with the Shat 
tuck Denn Mining Corp., in the capacity of manager of the fluorspar branch in 
the State of New Mexico. The Shattuck Denn Mining Corp. is a producer of 
fluorspar in New Mexico, uranium in New Mexico, copper, lead, zinc, gold, and 
silver in Arizona. The Shattuck Denn Mining Corp. owns and operates producing 
mines in Arizona and New Mexico. It also operates mills and concentrators in 
both States. Still we consider ourselves “small business’ because our total 
number of employees in either State is less than 500 men. 

The fact that the domestic fluorspar producers, especially Colorado, New Mex- 
ico, and Arizona, are in a depression or as we say in mining vernacular “between 
a rock and a hard place,” need not be discussed at great length. Suffice to say 
that we are in the same position as the lead and zinc people whom you have 
already heard in Denver and no doubt in San Francisco. 

The pertinent fact harassing the “noncaptive” fluorspar producers in New 
Mexico as well as Colorado and Arizona is our position in relation to the major 
consumers. It is a fact that large steel, aluminum, and chemical companies, 
with international affiliations and foreign operations including mines as well 
as upgrading plants, are importing mounting quantities of foreign-produced 
fluorspar of all grades. They are unloading it in the United States in injurious, 
unreasonable, and unthinking quantities, causing damage to American industries 
and American labor. 


WHAT IS FLUORSPAR? 


The description of fluorspar and its various uses is included with this report, 
captioned “Exhibit No. 1.” 


WHERE IS FLUORSPAR PRODUCED? 


About 50 percent of all fluorspar produced in the United States comes from 
one of the southern counties of Illinois and across the Ohio River in Kentucky. 
This is known as the Rosiclair-Kentucky fluorspar district. This is the oldest 
and perhaps the best developed fluorspar area in our country. However, the 
largest known reserves are in the States of Colorado, New Mexico, Montana, 
Utah, Idaho, Nevada, Arizona and, Congressman Patman, your State of Texas. 
California and Wyoming are also shipping fluorspar. The producing areas are 
named in order of their present-day importance. By the way, Congressman 
Patman, the only reason that Texas is behind the rest of the States is that 
your people have been too busy producing oil. However, the largest concentration 
of chemical and aluminum plants using fluorspar are along the gulf coast from 
Corpus Christi to Houston and up the Trinity River to Dallas and Wichita Falls. 
Some of the largest glass and ceramic manufacturers are in Texas, 

We wish to present some statistics on domestic preduction by States and a 
report on foreign imports by countries. These reports require some study so 
we will include, for the record only, the Bureau of Mines Report on Fluorspar 
for the year ending December 31, 1952. The yearly report is not out yet, but 
the accumulative report was included in the December report. We are identify 
ing the Interior Department’s report as “Exhibit No. 2.” 
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Gentlemen, we appreciate the problems that your committee is facing. We 
realize that your committee is conducting these meetings out here in the West 
so that you will be better able to advise our Congress and perhaps recommend 
corrective legislation. 

Apparently the problems being faced by small business in the United States 
are not far different from the problems the Europeans and other foreign opera- 
tors are facing. The Australians are suffering from a glass and wool surplus, 
they also have more lead and zinc than they can sell. The Swedish manufac 
turers are asking their Government to invoke an anti-dumping act against 
Communist Hungary. Japan is accused of invading European markets with 
subsidized small articles. 

The recent gripe made by the Belgian glass industries’ spokesmen sounds just 
like the lead-zine producers in Denver last week. The April 11, 1952, American 
Glass Review carried an article reporting the glass producers (small business) 
conference held in Brussels. The following is quoted from that article—they 
sound like small miners: 

1. Bitterly score Government for “sacrificing industry.” 

2. Some factories “seen closing.” 

3. “The Government is neglecting our interests, they are sacrificing our 
medium- and small-sized industry.” 

4. “Many small-sized industries are forced to close due to the flood of manu- 
factured articles coming into Belgium from France, Holland, Germany, Great 
Britain, and the United States.” 

5. The report continues, “Several speakers discussed the question of support 
given by the authorities to some of the small industrial plants in France and 
Germany.” 

6. Several small business men declared, “By means of a form of disguised 
dumping, Governments of France and Germany and Great Britain have enabled 
their exporters to get a footing on markets where Belgian products hitherto were 
well established.” 

7. Emphasis was made on the disguised dumping of foreign competitors. 

8. “Employment has dropped 66 percent in the glass industry.” 

9. Severe criticism was aimed at Germany and France. “Agencies in those 
neighboring countries were making certain grants to exporters amounting to 
30 nercent of the export value.” 

There is lots more, all in the same line of thinking. The point of the above 
comments is the challenge facing our Congress. Our legislative bodies must 
come up with a solution as good as, if not better, than Belgium, Great Britain, 
France, Germany, Russia, Spain, ete., will work out for small business in their 
countries. 


SUGGESTED SOLUTIONS 


The Gross bill—H. R. 2949: This bill should put “teeth” in the ancient and 
abused report and import laws, especially the Anti-Dumping Act of 1921. Ap- 
parently the Europeans can dump zine into this country, judging from what has 
happened just recently, without fear of the legal complications in the Anti- 
Dumping Act which was passed by Congress some 30 years ago. 

We suggest that this committee check into some of the IMPA contracts made 
with foreign producers of zine and fluorspar. We understand from newspaper 
releases (copy enclosed, labeled “Exhibit No. 3”) that not only did the IMPA 
give the Newfoundland Fluorspar Co. a most favorable contract, but they also 
advanced this foreign company $1,250,000 to produce the fluorspar. 

Gentlemen, I ask you what would the Russians do to shiploads originating in 
Newfoundland and destined to the United States? Congressman Patman stated 
in Denver that the Germans submarined every oil tanker in the Gulf of Mexico 
during World War II. 

A second suggestion, especially applicable to the St. Lawrence Fluorspar Co. 
contract, would be to pay any damages to foreigners that foreign companies 
have incurred in order to get favorable contracts with our Government, especially 
if the money has not already been spent; then cancel the contracts. Canceling 
these contracts at this time perhaps will relieve some of the unemployment now 
existing in our mining districts. 

Very respectfully submitted. 

GrorcE A. WARNER, 
SwHatrucK DENN MINING Corp., 
FrorGeE A. WARNER, Manager, Fluorspar Branch. 
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Exutsit No. 1 


GRADE OF FLUORSPAR 


ACID FLUORSPAR 
Usual specifications: 

Not less than 97-97% percent CaF... 

Not more than 1 percent CaCQOs. 

Not more than 1 percent Sis. 

Practically free of metals and sulphur and organic. 

This grade is the source of all fluorine chemicals; the spar is reacted with 
sulphuric acid to produce hydroflouric acid (HF) which, in the anhydrous form, 
is the key chemical for all fluorine compounds. 

Users: 

1. Chemical companies which have hydrofluoric acid plants. 

2. Producers of aluminum by electrolysis of alumina. 

3. This grade can in general serve any use met by the ceramic grade. 

The following products are produced from acid-grade fluorspar: synthetic 
eryolite, aluminum fluoride, high-octane gasoline, insecticides, refrigerants, 
laundry sours, fluorides, fluoro-silicates, electroplating, medicine, and dentistry, 
synthetic chemicals, dyes, lubricants, plastics, water treatment, pigments, sol- 
vents, fumigants, germicides, clothing fibers, resins, catalysts. 


CERAMIC (GROUND) FLUORSPAR 


Usual specifications: 

Not less than 95 percent CaF. 

Not more than 3 percent SiOz. 

Not more than 1 percent CaOQs. 

Not more than O.2 percent Fe.Os. 

Practically free of lead, zinc, and sulphur. 

This kind of spar serves really two principal industries, glass and enamel: 
the fluorspar may serve either and/or as a flux and as a component of the glass 
and enamel mixes. 


Users: 


1. Plants manufacturing opal or opaque glass and colored glass. In manufac- 
ture of products such as lamp globes, shades, bulbs, soda-fountain tops, and ac- 
cessories, table and counter tops, liners for fruit jars, containers for cosmetics, 
toilet and medical preparations, tableware, novelties, and bars and rods for 
lavatories. 

2. Plants manufacturing enamels used for coating steel and cast iron to make 
hospital and kitchenware, plumbing fixtures such as bath tubs and kitchen 
sinks, barber- and beauty-parlor-chairs, linings for refrigerators, reflectors, signs, 
stove parts, facing for brick and tile. Such enamels are dense, opaque, white, or 
colored. 

3. Plants manufacturing ceramic fruits of many kinds. 


METALLURGICAL (GRAVEL GRADE) FLUORSPAR 


Usual specifications: 

Not less than 85 percent CaF». 

Not more than 5 percent SiO:. 

Not more than 0.3 percent sulphur. 
Users: 

1. Steel companies which have basic open-hearth furnaces. 

2. Electric-furnace plants making certain alloy steels. 

8. Plants producing ferro-alloys by the electric-furnace process; these some- 
times use a higher grade of spar than the metallurgical. 

4. Iron foundries, making the finer grades of castings, such as automobile 
cylinders and blocks, and for heating and plumbing equipment. 

5. Miscellaneous small users : 

(a) Producers of nickel and monel metal. 

(b) Smelters of refractory ores of silver, gold, and copper. 

(c) Extractors of some of the rare metals from their ores. 

(d) Welding rod manufacturers. 

(e) Cement plants making rapid-hardening cement 
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ExHisir No, 2 
NITED STATES DEPARTMENT OF THE INTERIOR 
BUREAU OF MINES 
J. J. Forses, Director 


spar in } d States, 1949 52. in short tor 


Domes- 
tic mines 


236, 406 6, 7 95, 619 5 21 37, 093 
9283. 5OO 301, 510 164, 634 426, 121 ) 19, 038 
$1, 300 $47,024 | 181,275 $97, O12 


146, 315 333, 700 35¥, 402 521, 500 
hipments to domestic and foreign consumers and to national stockpile 


Production, shipments, and mine stocks of finished fluorspar of domestic origin 


in December 1952, in short tons 


Stocks at 
mines on Production Shipments 
No 


‘omprises fluxing gravel, pellets, foundry lump, and flotation concentrates for use in steel and othe 


metallurgical plants 
Comprises ground and flotation concentrates for use in glass and enamel plants and in miscellaneous 


acture 
f j 


‘omrpises 2,928 tons to domestic glass and enamel plants, 100 tons for miscellaneous use, and 40 tons t 


foreign consumer! 
‘ Comprises concentrates and acid-lump to use at hydrofluoric-acid, aluminum-reduction, and magnesiun 


reduction plants, and for export 


Production and shipments of finished fluorspar of domestic origin in 1952, by 
months and grades, in short tons 


Production Shipments 


Month 
Metallur- 
gical 


Metallur 


Ceramic Acid Total 
gical 


Ceramic i Total 


857 , 865 21, 578 
329 2, 1% 24, 037 
S49 , OF 24, 839 
773 3, O6F 31, 772 
402 2, o% 33, 007 
607 8, 6 13, 495 
215 , OF 20, 612 
998 ; 26, 867 


12, 152 3, 2, 5, 856 | 
February 10, 101 3, 2, , 81 
March 3, 2, 27, 541 , 960 
April k 2. : : 31, 634 , 936 
May ) > 2, 046 33, 601 , 262 
June C ) & 5, 511 3, 288 | 
July 5s . 65 ; , 892 5, 313 
August 2,01 2, 3, 346 28, 345 . 108 
September 4 2, 9, 606 , 661 0, 132 819 10, O75 32, 026 
October 21, 759 2, 83 3, 37, 615 22, 408 912 11, 806 37, 126 
November : La 81 620 009 3, 213 14, 837 4, 149 
December 5, 5¢ 3, . 9 291 2, 770 3, 068 12, 423 28, 261 


Newer 


OD = eo 


SNe 


Potal . 17: 36, 3, S95 346, 315 55, 713 | 333, 769 
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Consum ptio) and consumers’ stocks 


December 1952. buy tons 


Steel 
Hydrofluoric acid 
Glass 

Enamel 

All other 


Total 


1 Includes about 1,000 tons used in other months in 1952 but not reporté 


Consumption of fluorspar (domestic and foreign) in the Lnited States, 
by industries, in short tons 


Steel Hydrofluori 


201, 501 89, 152 
240, 802 124, 440 
276, 654 151, 698 
71, 759 178, 265 


General imports (receipts) of fluorspar into the United States, 1949-52, in short 
tons 


Canada 

(inelud- 

ing New| France |Germany Italy 
found- | 

land) 


2, 239 20, 490 
560 &, 495 , all 6; , 653 43, 488 
849 14, 327 6, 492 ; 9 | , 683 52, 991 
784 | 28, 210 18, 088 22,222} 24,621 


Containing not more than 97 percent calcium fluoride 


1949. . . opine = ee , 532 |... 5, 618 55, 331 12, 648 
Pn touccbse Rlecwa ‘ 2, 21: | 21, 129 2, 411 67, 745 25, 649 
OUR. 5445. 45k0 LLL 54 bea 6, 171 L 34, 747 5,312 | 60, 206 | 21, 282 
1062... 7, 06 4, 895 |-- 32, 318 12,354 | 159, 846 | 35. 098 


Above figures include smal] tomnages from Algeria, Union of South Africa, French Morocco, and 
Tunisia. 


Source: U. S. Department of Commerce. 


Exursir No, 3 


Executive 4900 
Extension 4511 


DEFENSE MATERIALS PROCUREMENT AGENCY 
Washington, D. C. 


For immediate release, Thursday, July 17, 1952 DMPA-61 


The country’s supplies of acid-grade fluorspar, a mineral vital in the production 
of aluminum and aviation gasoline, will be increased by 50,000 tons a year as the 
result of an agreement between the Defense Materials Procurement Agency and 
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St. Lawrence Fluorspar, Inc., it was announced today by Jess Larson, Adminis- 
trator of DMPA. 


The increased production will necessitate extensive improvements and addi- 
tions at both the company’s plant at Wilmington, Del., and the properties of its 
affiliated concern, the St. Lawrence Corp., of Newfoundland, in Canada. Ore 
will be mined and preliminary concentrates produced by the Newfoundland facili- 
ties. The preliminary ccncentrates, in turn, will be converted to acid-grade 
concentrates at the Delaware plant. 

Mr. Larson said that the expansion program will include, among other improve- 
ments, the construction of a sink and float plant at the Newfoundland site and 
the construction of a new floatation mill in Wilmington. 

The Government has agreed to advance St. Lawrence Fluospar, Inc., up to 
$1,250,000 to get the expansion under way. 

Total output of the additional facilities will go for defense and other essential 
industrial uses, Mr. Larson said. 

The contract covers a period of 4 years or until 150,000 short tons of final 
concentrates have been produced from the additional facilities. 

This is the second agreement negotiated by DMPA to increase the country’s 
supplies of fluorspar. The other agreement, with the Ozark-Mahoning Co., of 
Tulsa, Okla., provides for an increase of 20,000 a year. 

Mr. Hosmer. You may proceed. 

Mr. Warner. The gist of this paper describes fluorspar, which is a 
nonmetal product. 

Mr. Hosmer. This is the first testimony we have had on that subject, 
I believe. 

Mr. Warner. You had some in Denver. 

Mr. Hosmer. Yes, that is right. But I wasn’t there. 

Mr. Warner. Its uses are in there, and some statistics, sir. There 
are statistics there on domestic production and foreign aapere There 
is only little comment that I wish to make, which is in the last para- 
graph, on page 3. 

I have one suggestion, in the third paragraph. Apparently Con- 
gressman Multer has already mentioned the fact that Government 
agencies have made contracts for a long period of time which are going 
to circumvent a lot of the congressional laws that have been passed, 
over and above the domestic market. It is hardly worthwhile to go 
on with that. You are already familiar with it. 

Mr. Muurer. The committee has already developed that on the 
record, 

Mr. Warner. This second suggestion is that in those contracts where 
our Government has agreed to advance considerable money, if this 
money has not already been spent, I would suggest they cancel those 
contracts, pay any damages that may be necessary or incurred by the 
people who have been gr: ranted these contracts, pay them off, and let 
them go home, and just save what money might be left. 

In that w: ay possibly we will control the dumping of foreign metals 
and ores, including the nonmetallics which I am talking about, keep- 
ing them from coming into this country and disrupting the economy 
of the mineral market in this country. 

Mr. Hosmer. About what percentage of our consumption of fluor- 
spar is produced domestically, Mr. Warner ? 

Mr. Warner. I am talking mostly about the acid grade. You will 
notice in the statistics I have listed three grades. They all have three 
different uses. Our business is with the acid grade. 

Mr. Hosmer. What in that field, then ? 
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Mr. Warner. In acid-grade cone*ntrates last year there were just 
as many tons of acid-grade contracts imported into the country as was 
produced. 

Mr. Hosmer. That was last year 

Mr. Warner. Those are the latest statistics. 

Mr. Hosmer. What was the condition of the industry last year? 
Was it good, fair, or bad, in general ? 

Mr. Warner. Last year—do you mean during 1952? 

Mr. Hosmer. 1952. 

Mr. Warner. Theoretically there was a shortage of fluorspar. I 
say theoretically because I have built up an argument that the cause 
of our present concern is because of a lot of scare buying. Most of 
that scare buying was influenced by aeeereier 

Mr. Hosmer. That was an abnormal year, then ? 

Mr. Warner. Frankly, I don’t think the “re Was any abnormal year. 
At the end of 1952 there were more tons of usable fluorspar con- 
centrates in consumers’ inventories than ever before in the history 
of fluorspar. 

Mr. Hosmer. The reason I ask you these questions is that we have 
had some testimony in connection with some of the other minerals 
to the effect that if we can just say that there is a minimum percentage 
of our production that is going to come from the domestic mines, and 
make our import quotas on that basis, we can then make the mining 
industry healthy without some of these other remedies that have 
been suggested. 

Mr. Warner. In the statistics there is more fluorspar concentrates 
in usable form in inventories either at consumers’ points or the mines 
themselves than was used last year in the United States. 

Mr. Hosmer. The variations of the economic picture in this industry 
would make that a little hard to determine, wouldn’t it ? 

Mr. Warner. Everything went on a slump because everybody has 

all they need. The little fellows, the little producers, natur: ally pull 
in their belts and try to weather the storm. The m: jor consumers 
who have a nice, good; healthy inventory are in a nice position as 
far as fluorspar goes. They are in a bad position as far as the invest- 
ment they have in the stockpile, which they are going to have to work 
off before they buy fluorshar. 

Mr. Pyrren. Where is this produced, in Arizona ? 

Mr. Warner. In Arizona you have considerable fluorspar produced 
at a mine around Benson. There is some around Duncan. Those are 
the mines that I am familiar with, that are well developed and have 
produced before. I understand there are a lot more around Hayden 
and also around Wickenburg. My only knowledge of that is from 
letters that I have received from smaller operators in those districts 
who wish to sell their product to us, because they can’t sell it to the 
larger consumers because, in turn, the larger consumers have their 
inventories filled and will have an available supply. 

Mr. Hosmer. Thank you very much, Mr. Warner. I want to re- 
mind you and everybody that there is opportunity for any one to 
submit anything in writing that we miss today. If we get through 
fast enough, incidentally, we will take anybody that is not on the 
schedule or anybody that wants to be heard again, or for whatever 
other reason was not able to get in originally, That applies par- 
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ticularly to you gentlemen who wanted to discuss the matter of the 
reverter clauses in patents. 
Mr. Grover J. Duff? Please identify yourself for the record. 


STATEMENT OF GROVER J. DUFF, WESTERN MANAGER, EAGLE- 
PICHER MINING CO., TUCSON, ARIZ. 


Mr. Durr. My name is Grover J. Duff, western manager for the 
Eagle-Picher Co. I don’t have too much to say. This was rather a 
hurry-up call which I didn’t expect to be able to make. But I would 
like to show that the Eagle-Picher Co. has been operating, from 1943 
to 1952, the Sam Xavier mines, 20 miles, approximately, south of 
‘Tucson. This is primarily a lead-zine property. When the prices 
started tumbling a year ago, it looked like we wouldn’t be able to 
continue. In July we were forced to close the property. We had at 
that time 321 names on our payroll and that payroll amounted to 
approximately $114 million per year. For 26 working days per month, 
our employees would average $374. Of course, on the shutdown, 
these men were all laid off and some of them secured employment at 
the then operating mines, most of which since that time have also 
closed down. Approximately 90 percent of our employees lived in 
and around metropolitan Tucson. Many of them owned their own 
homes and had been building on the strength that our mine would 
operate for some time and would allow them to complete their pay- 
ments and become homeowners. They have been, of course, thrown 
out of those in a good many cases, and it has created some additional 
unemployment in the area. 

For the record I might say that our yearly production averaged 
better than 6 million pounds of lead, almost 13 million pounds of 
zinc, and better than 900,000 pounds of copper. That is per year. 

Our overall tax picture, with the exception of the Federal income 
tax amounted to approximately $100,000 a year 

lL might add that it might be of interest to note that our freight 
bill on concentrates amounted to approximately $160,000 a year, and 
our smelter charges better than $588,000 per year. We also had 
truck haul from the mine to the mill which cost $60,000 a year. 
Naturally, those employees who were carrying on those activities have 
had to seek employment elsewhere. 

Our property there might be and is considered a small mine. But 
in our search for ore, in order to keep production coming, we have 
averaged 7,792 feet of drifts, raises and cross-cuts per year, or almost 
one and a half miles. We also did underground diamond drilling in 
our search for ore to the tune of 12,250 feet or approximately two ‘and 
one-third miles. 

[ was just looking over a few moments ago, for the first time, 
remarks made by Mr. Otto Harris in favor of the Simpson bill, where 
in we would have a sliding seale on imports of lead and zinc. 

Mr. Hosmer. Do you have an opinion as to the 1514-cent price 
specified in that bill? 

Mr. Durr. The 1514 cents would not be too much on an operation 
uch as-ours, Which is fairly high cost. I feel that it shouldn't be 
any less than'that. Our position is taken on this matter regardless 
of the fact that we have three lead-zine operating properties in 
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Mexico. But we are not sufficiently selfish to wish to be able to 
import that low-cost material to the detriment of our own miners in 
the United States. 

[ heartedly concur in what Mr. Harris says in that connection in his 
irticle which no doubt you have on file. Had I time, I think I could 
tear apart this position taken by American Metal. I hate to single 
out any mining company, but under the circumstances I think it is 
justified. 

Mr. Mutter. May I suggest you put in writing for the benefit of 
the committee your analysis of that and your answer to it? 

Mr. Durr. I would do it later on. 

Mr. Muurer. We would appreciate it if you would do it at a later 
time. 

Mr. Durr. All right. We are not in favor of any premium price 
plan. In our estimation we have had enough of that from the Gov- 
ernment in the past years, and regardless of what it was used for we 
think that the metal industry should stand on its own feet without the 
importation of outside lead and zinc at practically no tariff, which it 
amounts to as of today. : 

We also feel that making loans and guaranteeing prices on lead 
and zine to foreign operations is something that should be discon- 
tinued. Ithasno place in our domestic structure. As far as shortages 
are concerned, we feel that national stockpiles might be built up as 
against some future contingency, but they would be stockpiled at the 
going price. 

Mr. Mutrer. And you feel that first we should use the domestic 
product for the stockpile ? 

Mr. Durr. We should buy our domestic product for the stockpile 
and preclude any outside material coming in until such time as the 
price gets above whatever figure is set on there. Something over 15 
cents would have to be ours. We do feel, as I said, regardless of the 
fact that we produce in foreign countries, too, we don’t have any sym- 
pathy with the nontariff or practically nontariff situation that obtains 
today. 

Mr. Mutter. There is just one other thing that still bothers me: I 
would like to have somebody tell the committee, if they can. and if you 
can add it into your statement or tell us about it now, I would ap- 
preciate it. Istill want to know and I think others do, too, how can we 
be sure that the mine operator will get any differential that may arise 
out of a stabilization of the price, whether you do it by price incentive 
or by tariff, no matter how. How are we going to be sure that the 
mine operator gets that differential ? 

As you know, the freight carriers are in now before the Interstate 
Commerce Commission looking for freight rate increases. If we are 
going to do anything for the benefit of the small miner, how are we 
going to accomplish it so that he gets the benefit ? 

Mr. Durr. I can’t answer that, because it goes by the board on your 
freight or smelter treatment. I am saying that regardless of the fact 
that we have smelters as well as mines. I just read you the figures on 
what it costs in our little operation on freight and concentration and 
smelting. I have no way to overcome that, I still think, unless you 
do earmark it for the producer rather than for the middleman. 

Mr. Hosmer. Thank you very much. 


843876—53-——29 
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Mr. Tom Kaiser? Will you identify yourself for the record, please. 


STATEMENT OF TOM KAISER, TRI-STATE MINING CO., 
TREECE, KANS. 


Mr. Kaiser. Tom Kaiser, Treece, Kans., representing a mining com 
pany and possibly a hundred small mining operators of the tri-State 
district. 

Mr. Mutrer. Our record up to this point does not show what the 
tri-State district is. 

Mr. Kaiser. It is Kansas, Oklahoma, and Missouri. It is in the 
corner of the three states. It is about 60 miles one way and 40 another. 
There are approximately 5,000 people that depend upon those mines 
and the pertinent industry there. 

I operate a small mine near Picher, Okla. It did employ 22 men, 
recently 14 and now 7 are employed. These other small operators 
there have a similar problem. We contribute sufficient tonnage of 
both lead and zine, and do quite a lot of development work, as far as 
developing minerals for the United States. 

Quite often some of the small operators develop something that is 
too small for them to handle and they pass it on to the larger com 
panies. We have to use what we call large investments in machinery 
and equipment, and we also have some known ore reserves left. 

The main thing we are interested in is why the price of zine dropped 
from 191% cents to 11, and lead from about $230 to $152. That price 
will vary a little according to the grade of it. 

The other commodities did not, not even our finished products that 
were made from our concentrates. I have a letter from the leading 
insurance company there that insures the mines according to payrolls, 
and they list 75 mines down. There are possibly 2,000 men directly 
out of work. 

Mr. Hosmer. Is that in a ree area? 

Mr. Kartser. The tri-State area, yes, sir. 

I wouldn’t be surprised but thers isn’t something like that many 
more that are drifting around over the country, not necessarily all 
from the six mines but the pertinent industries that have been affected 
due to this price. 

Those who are working probably get 45 percent less pay than they 
were, or a reduction of 4714 cents an hour, I think, would cover that. 

Our district accounts for a large portion of ore in the United States, 
and the known reserves of that ore that the United States has. 

We are far enough inland with both the mines and smelters and 
fuel for the smelters in event of war that we could still be in produc- 
tion. You will say if this price isn’t sufficient, why don’t you shut 
down? I guess we have the most critical problem relative to a shut- 
down there in the tri-State district that there is. The first is water. 
You can say, “Well, continue pumping.” That is what a lot of us 
are doing now, and the cost is pretty high, and, in some places 
tremendous. 

Some few mines don’t have to pump so long as his neighbor pumps. 
In other words, if you don’t pump water, the neighbor pumps it for 
you, and if it is allowed to overflow they are all caught together. 

Depreciation: If you leave your machinery in the ‘ground, you will 
have rust and corrosion, due to moisture, and your “machinery isn’t 
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worth much if you go back after it. If you pull it out, it will cost 
almost as much. And if you had it on the surface, the resale value is 
negligible. If you go back in your mines, your airlines, waterlines, 
and electric lines have deteriorated and corroded and are not usable. 

Mr. Hosmer. In other words, your cost of production is increased 
by the opening and the closing of these mines considerably in addi- 
tion to what it costs to maintain them while they are closed ? 

Mr. Kaiser. That is right, definitely. 

Mr. Hosmer. And that bears a definite relation to your profits. 
With a long-range program of some kind you could keep them open, 
and you w ould ac tually, probably, bring the price down, is that right ? 

Mr. Kaiser. That is right. In my “particular case, I pump half 
the time. You know, 3 days a week, we will say, or 4. This mine 
was allowed to partly flood due to a break that might take me 18 
months to beat. You couldn’t do it now. That is just one little drop 
in the bucket. Iam a little fellow up there. 

Mr. Hosmer. What suggestions do you have that should be done 
to alleviate this situation ¢ 

Mr. Kaiser. Well, I was going to come to that pretty soon, the 
Simpson bill. Congressman Edmondson was in there and made a 
first-hand report. I think this committee does have a copy of that 
report, do they not? If not, I would be glad to give you one. I 
have one here. 

Mr. Hosmer. All right. 

Mr. Kaiser. We are not for subsidies, except as a last resort. But 
we do think we are entitled to protection in the form of this Simpson 
bill. I think that is the nearest we have for an immediate solution. 
It might be that that can be altered or something and give us the same 
results. But definitely we are not for subsidies as a whole. 

Mr. Hosmer. You feel that a good deal of the troubles that you are 
experiencing are due to the foreign production coming into this coun- 
try, is that right ? 

Mr. Kaiser. I think so. That is covered in this report. We have 
the depression up there and elsewhere business is pretty good. You 
can read in the paper where different businesses have raised com- 
modities or raised wages. You try to stuff that down your workmen’s 
throats and it doesn’t go very good. 

Mr. Hosmer. You have a fair wage scale for your workmen, but 
you don’t have the work for them. “You have the work only if you 
have the price for your products. 

Mr. Kaiser. The wages are about $10 a day. I don’t think it is too 
much. We work on a sliding scale with wages. The last two cuts 
in ore didn’t get to the miners, except maybe in some of the smaller 
ones. Idon’tknow. But I don’t think, that is with a few exceptions 
that they got that. 

Mr. Hosmer. But the point I am making is that the mine operator 
doesn’t want to make his profit out by cutting wages. 

Mr. Kaiser. No, we raise the wages with the ore, sir. That is right 

Mr. Hosmer. Do you have other suggestions ? 

Mr. Kaiser. Well, the main thing is we need some relief now. 

Mr. Mctrer. You would get it if these three members of Congrese 
could pass the bill for you. 

Mr. Kaiser. I don’t hardly expect them to do that, but we would 
appreciate some work on it. I think definitely we are entitled to some 
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work on it and should have it. You shut one of those mines, and it 
isn’t like shutting down a feed miil or a factory, and just go in and 
clean it up a little. 

Mr. Hosmer. You have to realign your machinery and go into a 
number of things over and above ordinary maintenance ? 

Mr. Kaiser. You have a number of maintenances when you are in 
operation, and you have this maintenance to keep on the go. While 
you are in your regular operation, that is. 

Mr. Hosmer. Well, Mr. Kaiser, do you have other material that you 
would like to submit for the record ¢ 

Mr. Kaiser. No. Wewillmailinsome. We will be glad to furnish 
this committee with any additional information or statistics that you 
might want if you will write me that. 

Mr. Hosmer. I believe information as to the basis for some floor 
price which you feel fair and some price at the mine would be of par- 
ticular interest to the committee. 

Mr. Katser. That is right. 

Now, about these floor plans and these loans: You are going to say, 
well, that is available in your Joplin office. There is an office there, 
but I guess I know of one fellow there that got a small loan. Person- 
ally, I made I would say 8 or 10 trips, and carried records back and 
forth, and filed forms. Their man determined that I had $415,000 
worth of ore drilled out at $100 a ton, and wouldn’t carry a $25,000 
loan. In othe words, they have the office, but they are not getting 
any help. That is with very few exceptions; very, very few. 

Mr. Hosmer. Mr. Kaiser, we certainly appreciate your coming this 
far to present yourself to the committee. 

Mr. Kaiser. We need the help. 

Mr. Hosmer. And we need the information. 

Mr. Mutter. I have one thing: A loan program that would work 
and get loans to the men who are entitled to it, as you indicated, and 
who had sufficient collateral, would be of some help 

Mf. Kaiser. It would be of some help; yes. 

Mr. Hosmer. Are those improvement loans you are talking about, 
or what kind of loans? 

Mr. Kaiser. Well, they had floor-plan loans or are supposed to have 
had, and some development and improvement. 

Mr. Hosmer. Is this the Edmonston Report? 

Mr. Katser. Yes. 

Mr. Hosmer. We will accept it for the record. 

(The report submitted by Mr. Kaiser follows :) 

CONGRESS OF THE UNITED STATES 
HovusE OF REPRESENTATIVES 
Washington, D. C. 
PRELIMINARY Report ON Zinc IN OKLAHOMA 

By Representative Ed Edmondson, Second District, Oklahoma, April 16, 1953 

Conditions in Oklahoma’s zinc-mining area—an important portion of the vital 
Tri-State mining region which at one time supplied 60 percent of America’s zinc 
production—must be rated “crucial” on the basis of a preliminary survey just 
completed. 


At stake is an integral part of an industry which is definitely critical in any 
all-out war effort by our Nation. The importance of zinc in the manufacture of 
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automobiles, guns, and ammunition—and the resulting importance of safe- 
guarding and maintaining our domestic zinc supply—cannot be overemphasized 
in any objective valuation of America’s wartime strength. 

Several months ago, I began to receive danger signals from the industry in 
Oklahoma’s second district. Due to steadily declining zinc and lead prices (lead 
rating as an important byproduct of zinc mines in the Tri-State region) increas- 
ing numbers of mines and mills were shut down by their operators 

In late March, I received the alarming report that 60 percent of the small mines 
in the Tri-State area had been shut down, throwing more than 4,000 miners, 
mill workers, and employees of related businesses out of work. 

On March 30, these reports were personally relayed to President Eisenhower, 
who expressed deep concern over the problem and asked for more detailed in- 
formation, as well as recommendations from the industry. 

The Easter recess of Congress afforded an opportunity to return to Oklahoma 
for a first-hand survey of the zine and lead situation in the northeastern section 
of the State, adjoining the Kansas and Missouri zones of the Tri-State region. 

On April 10, at Miami, and April 11, at Muskogee, I talked with large numbers 
of industry representatives, including spokesmen for the small-mine operators 
of the region, for the largest mine operating in the Tri-State area, and for union 
workers both in the mines and in the related mills and smelters. 

In one of the mines, I interviewed more than a dozen workers on the job in 
different phases of the mining operation. 

I rate the overall situation in the Tri-State area as “crucial” on several counts: 

(1) A majority of the mines normaly operated in the area and engaged in zine 
and lead mining are now shut down. Many of the smaller mills are also shut 
down. Exact numbers will be supplied in the near future. 

(2) Several thousands of miners and mill workers have either been thrown into 
unemployment, or into other lines of work—in many cases out of the tri-State 
area. Unemployment compensation figures for the region fail completely to 
reflect the true picture. 

(3) Miners remaining on the job in the few operations still going—including 
the area’s largest mine—have seen their hourly pay drop an average of 47% 
cents in the last 6 months. This is due to the pegging of their wage scale to the 
price of zinc, which has fallen from the OPS ceiling price of 1914 cents a pound 
to 11 cents a pound (far below actual cost of production for most operations in 
the tri-State region). 

(4) Most of the shutdown mines of the area are in constant danger of flooding, 
and must be pumped at high cost even while not operating (I talked with 1 
operator, whose mine employs 130 men at full production and has been shut 
down since February, whose pumping cost alone totals $5,000 a month while not 
operating). Experts state that vast quantities of valuable ore will be lost to 
the Nation if flooding takes place—but operators advise they cannot afford to 
continue pumping many shutdown mines for additional months, without operat- 
ing income. 

(5) Value of the tri-State mines cannot be measured in terms of quantitative 
production alone (although the region has been the Nation’s most consistently 
rich source of zine for decades). As one of the few world sources of prime 
western ore, which has highly specialized uses in industry, the region is doubly 
important to the zine production of the country. 

(6) Lead—so essential to defense in the atomic age—can only be mined effi- 
ciently in the are as a byproduct of zinc. Valuable lead ores are endangered. 

(7) The region has additional important utility to America’s war potential, 
by virtue of its relatively protected inland location, as well as the proximity of 
some of the Nation’s greatest smelters in Oklahoma and Kansas. This is an 
added reason why it must not be allowed to flood or be destroyed through eco- 
nomic disaster which would lose to the Nation the mining organization, skills, 
and equipment which might be vital in event of all-out war. 

Industry representatives could undoubtedly add another dozen grounds for a 
“crucial” classification of the tri-State region today. 

What is the reason for crisis in the zine industry, particularly in Oklahoma 
and the tri-State area? 

A prime reason is undoubtedly mounting foreign imports, totaling over 450,000 
tons in 1952. Representative Metcalf of Montana has pointed out that this 
import total is 49 percent above the 1951 figure, and the greatest tonnage brought 
into our country since 1943, during our peak war effort. 

A tragic feature of the import situation is the fact that our country has 
stimulated these imports, through floor-plan contracts of our Defense Minerals 
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Procurement Agency, under which our Government guarantees on foreign im- 
ports from some developments in Mexico, Peru, and other foreign countries, 
prices 5 or 6 cents a pound above the prevailing United States market price on 
zine. Some of these contracts still have 3 or 4 years to run. 

Other reasons for the current crisis undoubtedly include temporary stockpile 
excesses in the industry early this year, arising in part from the steel strike of 
last year. Dumping of British surpluses of zinc has been reported a big factor. 

Whatever the reasons, it is obvious that some solution must be found to save 
the situation. 

I was pleased to find in Oklahoma, among representatives of both management 
and labor, a reluctance to urge further subsidies from the Government as an 
auswer. Subsidies are regarded as an undesirable last resort. 

Nor was it felt that further Government stockpiling will meet the tremendous 
problem, although some action along this line would undoubtedly help bolster 
zine prices—especially if restricted to domestic concentrates or metals made from 
domestic ores. 

The proposal for a variable tariff, or so-called sliding tariff, appeared to most 
representatives of the industry the most promising long-term solution to the 
problem, 

Under this proposal, as discussed in our Oklahoma meetings, the tariff would 
vary with supply and market conditions of lead and zinc, being tied to a base 
price of somewhere between 14 and 16 cents on zinc, and imposing a sufficient 
duty on imported zinc to offset any price drop below this base. 

It was the consensus of most of the small mine operators that zine prices of 
approximately 16 cents were essential to profitable operation in their area. 

They were particularly indignant—and rightfully so—that DMPA floor-plan 
guaranties were providing that kind of return to foreign zinc mine operators, 
and not to them. Operator after operator told me of unsuccessful attempts to 
secure floor-plan contracts for mine development in the Oklahoma area. The 
floor-plan guaranties were simply not available for Oklahoma mines, according 
to my information. 

As its title indicates, this is not a conclusive report, nor is it a complete one, 
on the Oklahoma zinc problem, Additional information and documentation will 
shortly be available, and will be supplied to the Congress and the White House. 

Immediate action to meet this urgent problem, however—both on grounds of 
national defense and economic well-being—is so imperative that this prelimi- 
nary report is being supplied. 

It is hoped that leaders of our Government will respond with action. 


Mr. Karsrer. That has been generally approved there in the district. 
There will be additional information to go with that. 

Mr. Hosmer. That will be taken later. Thank you, again, for your 
testimony. 

Mr. Htnron. I want to pin down one point. Are these loans 
DMEA loans? 

Mr. Katser. I am like the gentleman this morning. I think it is 
Defense Minerals Administration. 

Mr. Hinton. That is the loan program ? 

Mr. Kaiser. That is right. 

Mr. Hosmer. It is not an exploration loan ? 

Mr. Kaiser. They have had exploration loans. But that is where 
I started. They said, “You don’t belong here; you belong in the floor 
plan.” 

They got me in the corner and said, “Would you go 50 percent,” 
and I said, “Yes; if we got this floor plan.” 

You see where I would have been if I got the $25,000, and they 
dropped the ore. 

Mr. Hosmer. Thank you. 

Mr. Paul Hunt. Has he filed a statement? 

Mr. Mutter. Did you not file a statement this morning? 

Mr. Hunt. I did, but I would like to make a remark or so, if I 
might. 

Mr. Hosmer. Very well. Identify yourself for the record. 
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STATEMENT OF PAUL H. HUNT, VICE PRESIDENT AND GENERAL 
MANAGER, PARK-UTAH CONSOLIDATED MINES CO., PARK CITY, 
UTAH 


Mr. Hunt. My name is Paul H. Hunt. TI am vice president and 
general manager of the Park-Utah Consolidated Mines Co., in Park 
City, Utah. 

Mr. Hosmer. How many men do you employ, Mr. Hunt, at the 
mine? 

Mr. Hunt. At the time we stopped work, June 27 of last year, we 
had 400 men on the payroll. We are now down to 12 men, besides 
our staff and bosses. 

Mr. Mutter. Do you mean office staff ? 

Mr. Hunr. Office staff, engineers, foremen, shift bosses, and so on. 

Mr. Hosmer. Do you also mill ? 

Mr. Hunr. No, we do not mill our ore. We ship it direct. 

Mr. Hosmer. You may proceed. 

Mr. Hunt. I should like to correct one idea if this committee has 
such a misapprehension from the testimony that was given this 
morning. I am sure we were all touched by the statements made by 
these various men that are out of work. The same condition exists 
in Utah as exists here. In our little area in the Park City district, a 
year ago there were 900 men working. Now there are about 250. 
Those that are out of work are in desper: ate circumstances, as we 
know very well. I have been a little bit afraid from the testimony 
given this morning. I believe the witnesses identified themselves 
pretty generally as being members of the Mine, Mill, and Smelter 
Workers Union, and they. were : also greatly in favor of some form of a 
subsidy bill introduced by Senator Murr: ay, of Montana. While I am 
here not representing any labor organization, I can only tell you what 
I know from my own experience in Utah. 

For the greater part of the underground lead-zine mining in Utah, 
the labor representative is the United Steel Workers of America. 
They sent their several men out there from the Pittsburgh office shortly 
after the first of the year—economists and statisticians—to analyze the 
situation in the West. As a result of their studies, they were there 
for about 10 days in Utah. They came to the conclusion that the most 
helpful and feasible bill that would give aid to their unemployed 
membership was the so-called Simpson bill, S. 4294. That was their 
considered opinion. And to back up their opinions, they, at present, 
are maintaining three men in Washington, representatives of local 
unions, and they will stay through until the hearings on the Simpson 
bill are closed. 

So they are firmly convinced that the greatest hope and immediate 
hope is in the passage of S. 4294. 

Mr. Hosmer. Does your opinion coincide? 

Mr. Mutter. You referred to “S.” Do you mean “H. R.”? 

Mr. Hunr. Yes. It is the House bill. Yes, I was mistaken. The 
opinion of our mining association is unanimous in favor of the passage 
of the bill H. R. 4294. 

Mr. Motrer. One thing, sir: While you are absolutely correct, that 
these organizations have taken the position in favor of the Simpson 
bill, they have not taken a position against the Murray bill. But they 
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have in mind the Murray bill once passed the Congress and was vetoed. 
While they haven’t given up the idea of supporting the principle of 
the Murray bill, they think the immediate thing to do, and which they 
may be able to accomplish, is to enact the Simpson bill. If they 
thought there was a chance of enacting the Murray bill, they would 
work for that, too. 

Mr. Hunt. They would be for it. I can recall back in the summer 
of 1949 when S. 2105—that was introduced by Senators Hayden an 
McFarland, of Arizona, and Senator Malone, of Nevada—we all did 
whatever we could. We made a number of trips back to Washing 
ton, and we went up against a stone wall of opposition, probably 
poorly informed. But their idea was that a subsidy has no place i1 
peacetimes. They thought it could be tolerated only during a wai 
emergency, as it was during the last war. It is our belief that we will 
run into the same opposition and probably for the same reasons, and 
it will divert the efforts away from something that we believe, at 
least hope, has a better opportunity for passage. That is the sliding- 
scale tax. 

Mr. Hosmer. Thank you very much, Mr. Hunt. 

Mr. Byrd? 

Mr. Byrp. I may have a remark about this reconversion idea 

Mr. Hosmer. Would you identify yourself for the record. May I 
ask you if you will be brief? We still have about 28 witnesses. 


STATEMENT OF A. R. BYRD, JR., DUQUESNE MINES, SANTA CRUZ 
COUNTY, ARIZONA 


Mr. Byrp. I will be about 2 minutes, 


This is my statement. 
(Statement follows :) 


Byrp MIninéG Co.-Byrp INVESTMENT Co., 
Tucson, Ariz., April 30, 1958. 

I submit herewith on the attached sheet a typical (actual) settlement on zinc 
ore shipped from the Duquesne mines in 1951 as compared with the same grade 
of ore shipped in 1953. These settlements assume a grade of 10-percent zine ore 
which normally would be considered a comparatively high-grade ore. 

The prices dropped from 1951 to 1953 from 17% cents to 11 cents per pound. 
This is a price decline of 37 percent, but after smelter deductions the decrease 
increases to 54 percent. The purchaser’s deductions from the market price are 
6.14 cents per pound when zinc is 11 cents and 6.97 cents when the price is 17% 
cents per pound. The second clause of the attached typical settlement shows 
that 10-percent zinc pays the shipper only 3.485 cents per pound on the present 
market price of zine. 

This produces for the shipper $6.97 gross value without deducting milling and 
trucking charges of $6.25 per ton. After paying these charges, the shipper nets 
72 cents f. o. b. the mine. 

Mining costs have not declined and now approximate, including insurance, $12 
per ton. _ 

The shipper, therefore, of comparatively high-grade zinc ore of 10 percent, on 
the present market price of 11 cents, suffers a net loss of $11.28 per ton. 

The Truman administration’s policy was to support exploration and develop- 
ment of lead-zinc mines in all parts of the world except in the United States, 
leaving the domestic industry to compete with labor costs in other countries of 
about one-tenth the wages paid by domestic miners, 

When domestic mines could operate at a profit, our lead-zinc mines produced 
about two-thirds of the American consumption. Most of them are now closed 
down or broke and out of business. 

The only practicable solution, therefore, would seem to be a flexible tariff 
on imports that would enable the domestic industry to survive and preserve a 
vital part of our country’s mineral resources. 
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We cannot but believe that if the Congress and the administration are in- 
formed of the facts here presented, they would not allow the lead-zine industry 
to be destroyed. 

If no protection against foreign competition is provided, not only the lead-zinc 
industry, but the copper industry also may be in a serious situation. 

A. R. Byrp, Jr. 
TypicaL ZINc SETTLEMENT CLAUSE 


“No pay if sulfide zinc content is 2 percent or under. If sulfide zinc content 
is over 2 percent, deduct 0.5 percent from sulfide zinc assay and pay for 75.5 
percent of the remaining sulfide zinc at the E. and M. J. East St. Louis quotation 
for prime Western zinc less 6.58 cents per pound, increasing or decreasing this 
deduction 0.11 cent for each 1 cent increase or decrease in the price above or 
below 15 cents per pound, fractions in proportion.” 

Assuming that miner ships 10 percent zinc ore to concentrator, miner receives 
7.635 cents per pound of zine in ore when zinc price is 17.5 cents per pound. 
When zinc price is 11 cents per pound, miner receives 3.485 cents per pound of 
zinc in ore. 

In other words, a 37 percent decrease in zinc price results in a 54 percent 
decrease in miner’s income from zinc. 
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Bykp MINING Co.-BYRp INVESTMENT Co., 

Tucson, Ariz., April 30, 1953. 
Two members of the British Commonwealth of Nations, namely, South Africa 
and Canada, are the world’s largest producers of gold. We have, since the war, 
been compelled to underwrite to some extent the British economy, and we could 
probably do much more for the British economy than we have been doing by 
increasing the price of goid. While the mines are not actually in Great Britain, 
undoubtedly the stockholders of the big African and Canadian mines are 
largely British. At the same time, increasing the price of gold would be of 

great benefit to our own mining industry. 
A. R. Byrp, Jr. 
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Mr. Byrp. I am a partner in the Duquesne Mining Co., operating 
lead and zinc mines in Santa Cruz County, Ariz. That is, we were 
operating mines there. I am going to talk a minute about this recon- 
version idea of patented Cae In other words, if a man patents 
his land and does not work it for 5 years, as I understand the idea, 
it would be that it would revert back to the Government. 

In about 1900 George Westinghouse patented 70 claims in Santa 
Cruz County, lead-zine mines; which mines, to be commercial, had 
to be operated as a whole. They are a lot of little mines. He spent 
a lot of money trying to separate the lead and zine and copper and 
he was not successful in the mines, except for small shipments of 
high-grade surface ore. He did not operate and did not operate for 
25 years. But those mines were patented and held together. We 
acquired them in 1939. 

If the mines had reverted to the Government, there would have 
been great losses and other things taken place. The mines as units 
would not have been possible to operate. But those mines, since 
1939, during the war, produced over $4 million worth of essential 
metals: copper, lead, and zinc. 

I was despe rately trying to raise some money and I asked the man- 
ager of the Kagle- Pitcher Mining C o., not Mr. Duff but a former man- 
ager, what he thought if we sold the surface rights to some cattle 
people who were interested in buying. They offered me $5,000 for the 
surface rights. Mr. Morton told me, “If you sell the surface rights, 
you will never be able to operate that property as a mining property 
because they have to have all the surface.” 

That is my answer to the reconversion. If they had gone back to the 
Government, there is $4 million already produced as a mining prop- 
erty, and it has probably been worth $5,000 as a grazing property. 

Mr. Hosmer. In other words, it would amount to a discouragement 
rather than a help. It would be too drastic a means to strike at what- 
ever evil we have in mind? 

Mr. Byrp. Well, you could not do it. I might say while I am here 
that I am in favor of the flexible tariff, and I am not in favor of the 
same thing that we had during the war. The premium price plan did 
not provide any security whatever. Your profit that you were hoping 
to make the next few months was subject to the caprice of somebody in 
Washington who might cut your premium here, and 3 months later 
they cut it again, and then you fight and get it added on to. You are 
in a continuous turmoil. There is no security whatever to that plan. 
The Murray bill may be different, I don’t know. 

But the flexible tariff, you asked or somebody asked where the small 
mine operator was going to be sure he was going to get his part of it. 
Well, my opinion is that if you had a Pf cent base, the small mine 
operator would be taken care of. The 1414 cents would not do it and 
would not begin to do it. The man who was suggesting that was talk- 
ing about the Iron King mine, which has a very high grade of zinc. 
The average grade of zinc we produce down there is about 10 percent, 
and on 11 cents it is worth 72 cents a ton at the mine, 10 percent zinc, 

Mr. Hosmer. Counsel, do you have any questions? 

Mr. Hinton. In other words, you think the Simpson bill as it is 
presently setup with this formula using the adjusted price, I believe, 
of 151% cents, would not benefit ? 

Mr. Byrp. I think it ought to be 17 cents. 
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Mr. Hinton. But with the same formula? 

Mr. Byrp. Yes. I think then the small operator will get his portion. 
I don’t think the smelters and the mills are taking any too great a cut 
on it, because we have competition. I have shipped to Eagle-Pitcher 
mill, I have shipped to A. S. & R., I have shipped to Peru, I have 
shipped to various mills and various smelters. They have competi- 
tion. 

Mr. Hosmer. Well, I think that has developed that point very well, 
Mr. Byrd, and I wish to thank you for your testimony on behalf of 
the committee. 

At this point in the record the committee has received telegrams, 
all under date of April 30, from the Clifton, Ariz., Businessmen’s As- 
sociation; the Clifton, Ariz., Women’s Club No. 2; and from the U. 5. 
Pumice Supply Co., containing matter of pertinence to the inquiry. 
These telegrams will be added to the record. 

(Telegrams follow :) 

Cuir10Nn, Ariz., April 30, 1953. 
Hon. WitiiaM 8. Hit, 
Chairman, Committee on Small Business, 
Westward Ho. Hotel: 


We, representing the Businessmen Association of Clifton strongly urge support 
of the sliding scale revenuing all copper lead and zine imports. It is our opinion 
that nonpassage of the bill will have a serious effect in our community and similar 
mining areas. 

THE BUSINESSMEN’s ASSOCIATION, 
ABE SAMUELS, President. 


CLIFTON, ARIZ., April ; 
Hon. WILLIAM 8. HILL, 
Chairman, Small Business House Committee, 
Hotel Westward Ho: 
The Clifton Women’s Club No. 2 strongly urges legislation in support of the im- 
posing of metals tariff. We support legislation to alleviate lead and zine crisis 
CLIFTON WOMEN’S CLUB No. 2, 
Mrs. FRANK Pera, President 


Los ANGELES, Catir., April 30, 1958. 
Congressman HILt, 
Westward Hotel: 


As small mineowner and operator we have protested to the Committee on In- 
terior and Insular Affairs against Regan bill H. R. 334 and wish to register 
our protest with you. Bill is discriminatory against certain branches of min- 
ing industry and deprives individuals of their rights. Bill if passed at all should 
apply to all types mining claims to be fair. Gold placers are particularly exempt. 
This would permit abuses in locating to continue, which Forestry Department 
particularly wishes to avoid. If bill passed, future difficulties of trying to lease 
from Government would prevent further prospecting and exploration. For ex- 
ample, who is going to stand cost of a survey to determine location of an area 
to be leased? Old Government surveys are not accurate as you know. No 
one wants to pay cost of a survey for the privilege of prospecting. We suggest 
a compromise that mining location laws be left as is with rights to timber 
deleted and reasonable ingress and egress granted. This should satisfy De- 
partments of Interior and Agriculture if they are sincere. 

A copy of our letter of protest to committee follows. 

U. S. Pumice Suppry Co. 
Los Angeles, Calif. 
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Mr. Hosmer. Would you identify yourself, please. 


STATEMENT OF DON LIEBERMAN, ON BEHALF OF RADON MINES, 
INC., TUCSON, ARIZ. 


Mr. Lieserman. My name is Don Lieberman. Among other things, 
I did operate, up until recently, several mines. One of them was on 
the property Mr. Byrd referred to. 

Mr. Hosmer. What metals did you mine? 

Mr. Lirserman. Well, lead, zinc. copper, and uranium, in different 
places 

Mr. Hosmer. Proceed. 

Mr. Lirserman. I have listened to various ideas with regard to 
a and the rest of it, and, like any other independent. business- 
man, I don’t like the idea of somebody handing me a pair of crutches. 
As has been said, we should be able to stand on our own feet. They 
talk about the imports of foreign metals. Well, if foreign metals were 
coming in at a lower price than ours, I could understand it because 
of lower labor costs and other wise. The heck of it is, some of them 
are coming in at a higher price 

Mr. Muvrer. Let me stop you there a moment. That which is com- 
ing in at a higher price is coming in under guaranteed contracts ? 

Mr. Lieverman. Correct. 

Mr. Murer. Therefore, while they are coming in at higher prices, 
we must take that stuff. When I say “we,” the Government has out- 
standing contracts to take it. Therefore, if we take it, even though 
it is at a higher price, you have to give your stuff away. 

Mr. LiezerMAn. I was getting to that. Why do we have to take it? 
In other words, the domestic mining industry is in a position to supply 
all the needs. A long time ago I was taught one funny little sentence, 
“Charity begins at hime.” 

Mr. Mutrer. You and I are in agreement, that we should not be 
taking in this stuff at a higher price. That is not a free market. Not 
only is it a rigged market, but even though the price is higher than 
the price you can get on a free market today, it does depress your 
price because it takes away your supply, the supply you would be 
putting into where that is going. 

Mr. LienerMan. It goes a little further. You can correct me if I 
am wrong, but one of the major producers, in fact the major producer 
in this State, I understand, while they have their own fabrication 
setup and everything else, and could produce enough copper to supply 
their entire unit, are still required under allocation setup to take 30 
percent of their total requirements from a foreign country at a price 
higher than we can receive here, 

We could produce, even they could, their own, or they could buy 
from us, at a reasonable figure. When the ceilings were taken off, the 
price of copper went sailing up to 32 or 34 cents. It is back down now 
to, I think, 2914. I read in Business Week magazine to the effect thi « 
German copper is being quoted for June delivery at 271%. That is 
free market there. 

Mr. Muurer. Doesn’t this bring us to the position of making this 
choice: Either canceling those contracts that the Government has 
made, guaranteeing that higher price which a witness suggested be- 
fore, which would make the Government liable in damages and they 
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would have to pay almost as much as they paid getting that metal, or 
come in and bia you fellows to meet that kind of unfair competition 
which the Government created? It isn’t a matter of the Government 
giving you a subsidy to help you build up the business; it is a matter 
of the Government who created this bad situation coming in and he I p- 
ing you out of it. 

*, LreperMAN. I grant all of that, but it would be better for them 
even ‘ff they had to pay damages, to pay the damages instead of pay- 
ing a subsidy to a foreign country; pay the damages and let the free 
market operate here. 

Mr. Mutter. Let’s not beg the question about the foreign country. 
While the product is being produc ed in a foreign country, most of the 
subsidy is going to American companies, who control the foreign 
production. 

Mr. Lirserman. I wish this were a grand jury, because if so. I 
would ask for a true bill against three separate organizations—one the 
Federal Government—for what they have done. 

Mr. Mutrer. I have already pleaded guilty to that for the Federal 
Government. The Federal Government, having gotten you miners 
into that, must now get you out of it. ; 

Mr. Lireerman. The second one against the major producers who 
frankly don’t care very much for the simple reason they can succeed 
in operating here at a loss if they can make a profit in Chile. 

Mr. Murer. You would not retain me to plead guilty on that one. 

Mr. Lieserman. And, third, against the labor unions for throwing 
their weight around, such as, for instance, John L. Lewis does, and 
throwing it around where they don’t need it, instead of throwing it 
around to force the Government to make their changes to force the 
men to go back to work. They will have an excuse, to be sure. 

Mr. Moutrer. I come from a town where labor and management 
have, over a long period of time, been able to work out their difficulties 
and their problems together to the extent that many an industry in 
New York City has been financed by the union to keep them in busi- 
ness. Now, that is what I call cooperation between labor and capital. 

Mr. LirserMaANn. That is true, but they have a terrific voting 
strength. Why not vote their men back to work ? 

Mr. Mutrer. I am for that. 

Mr. Lieserman. All right. But to follow, you have heard all of 
these talks about prices. One of these mines that I was operating 
was in the territory to which Mr. Byrd referred a moment ago. He 
is right when he says you cannot come out there with less than 17 
cents or less than the combined price, Iwould say, of anywhere from 
34 to 36 cents on lead and zinc, taking them as a combination. 

There is copper in that area. We ran into some copper but it does 
not do us any good to run into it because the mill there does not have 
a copper circuit, and since the mill is supported mostly by a mine 
belonging to the company that owns the mill, and that mine does not 
have any appreciable amount of copper, they will not put in a copper 
circuit. 

Therefore, your copper gets paid for like it was lead. But look at 
the difference in the price of lead and copper. It is sort of obvious 
what happens, even if you have only 214 percent copper, it is sort of 
obvious what happens to you. You are getting 12 cents for it instead 
of 23 or 25 cents or whatever it might be. 
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All of that, of course, does not solve any of the problems. But th« 
basic idea of a ceiling, not a ceiling but a floor, rae the prices, 
and a sliding tariff setup is to make it impossible for foreign copper 
to come in, or foreign lead or foreign zinc. I believe that lead and 
zine are coming in from Australia at a higher price than we receive 
for it here, and still even figuring that they have to ship it by boat 
clear from Australia to here. Somewhere they must be producing it 
a lot cheaper. 

All right. We pay $10 or $12 a day for labor. I don’t know what 
they pay. Maybe it is $3 or $4. 

Mr. Mutrer. Not that high. It is from 50 cents to $2 a day. 

Mr. LirsermaN. Would you gentlemen like to see our economy re 
vert to 50-cent and $2 labor ? 

Mr. Muurer. Not if I can help it. 

Mr. Lirserman. Then the only thing to do is to make it impossible 
for somebody to compete. I remember the old time of the shoes com 
ing out of Czechoslovakia, John Barton, I think it was, was sending 
shoes in so cheap. Finally when Czechoslovakia broke down he 
moved into Baltimore and he could not make them so cheap. So there 
is your answer: “Charity begins at home.” 

Mr. Mutter. Let me throw out to you what I threw out this morn 
ing, the suggestion where you small-mine operators might be able to 
compete with the big fellows to explore the possibility of getting 
together in cooperatives. I don’t know too much about your mining 
industry, but while you might not be able to mine cooperatively, you 
certainly ought to be able to mill cooperatively. 

Mr. Lieperman. I do not think you know the mining industry, 
then. If you can ever get a group of miners to cooperate, I want to 
see 1t. 

Mr. Mutter. Now, wait. Human nature is the same all over. One 
reason I wanted to go out on these hearings was so as to find out some- 
thing about this business. You can get mine operators and miners 
and anybody else, no matter what their industry is, to cooperate if 
they see they can make a dollar doing it. 

Mr. Lieserman. It sounds good. I have seen it tried. It wouldn’t 
work. And I will tell you another thing. The cost of setting up a 
mill is rather high. They have talked be fore about Government loans. 
Well, there is one gentleman I know here in this room, and he can tell 
you, if he felt like it, how long it took to get a Government loan; and 
when you got it, it was not worth having. 

Mr. Mutter. Or it came too late? 

Mr. Lieperman. Yes, usually. 

All right, it takes a lot of money. You figure you are a thousand 
dollars minimum per ton of daily productive « sapeas ity. A 50-ton mill 
is going to cost $50,000. Take an area suc h as the Santa Cruz C ounty 
area which Mr. Byrd was referring to. They have a 200-ton mill there 
now. That would be $200,000 to duplicate. That belongs to American 
Smelting. 

On the present prices, and even if you could band all the miners in 
that area together, you still could not raise that. money, and unless 
you have very high grade ore, you cannot even ship profitably. 

Mr. Hosmer. Of course, Mr. Lieberman, we are not trying to tell 
you how to run your business. If we did, you would probably have 
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been broke a long time ago. What I want to assure you of is this, that 
although the Government, as my colleague has confessed, has adopted 
some polici ies with respect to these minerals in the past that have 
proved to have worked to the deteriment of the industry, at the present 
time we are trying desperately to overcome those mistakes and put 
you back where you want to be. 

Mr. LrenermMan. I undersand that. Let me state it this way: I, 
like most of the others, am opposed to any form of subsidy. I have 
seen what it has done to the farmers. Maybe there aren’t enough 
miners to vote the subsidy in. There are more farmers than miners. 
But I have seen what it has done. Even if you did use a subsidy, and 
stockpiled lead and stockpiled zinc, it is not going to go bad like the 
60 million tons of butter or pounds of butter, or whatever there is, 
that is floating around in caves in Kansas. 

Mr. Hosmer. Our problem is to try to solve this question at the 
least possible expense to the people of the United States. 

Mr. Lirperman. We think that the answer is to either stop the im- 
ports or force the imports on to a competitive basis. 

Mr. Hosmer. In other words, either quotas or tariffs. 

Mr. Liererman. Well, not even quotas. It would be either tariff 
wr stop them entirely. 

Mr. Mou trer. Tariff or embargo? 

Mr. Lieserman. Embargo, if you want to put it that way. In 
other words, make it come in at the same price. 

Mr. Hosmer. Not the price today? 

Mr. LizsermMan. No, not the current price, but the floor price quoted 
in the Simpson bill. Bring your foreign stuff in and don’t allow it 
to come in for any more. 

Mr. Muurer. There is a difference of opinion expressed as to what 
that price should be. 

Mr. Lieserman. I think Mr. Byrd is about right, about 17 or 1714 
cents. I think you should have a combined price of lead and zine be- 
tween 34 and 36 cents for a small mine. 

The Old Dick mine and the Iron King and a few of those can operate 
on a very much lower basis because they have higher silver content 
with it. The Iron King, the silver supports it to some extent. 

Mr. Hinton. I was interested in this higher price you talked about. 
How many mines are similarly situated to yourself that could not 
exist on a 15-cent price in this area? 

Mr. LizsermMan. Almost any small one that employs, I would say 
25 people or less. 

Mr. Hinton. Is that due to the assay value of the ore? 

Mr. Lieperman. Partially, and partially the fact that your costs 
do not increase in direct proportion. If you have 25 men, it may cost 
so much; and if you have 50 men, it will cost less per ton to get it out. 
The bigger the mine the cheaper your operation. That is why Ford 
can build a car cheaper than [ can build one in my garage. 

Mr. Hosmer. Thank you very much, Mr. Lieberman. 

Mr. Axel L. Johnson. 

Will you identify yourself ? 


34876—53——-30 
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STATEMENT OF AXEL L. JOHNSON, FIELD ENGINEER, ARIZONA 
DEPARTMENT OF MINERAL RESOURCES 


Mr. Jonnson. My name is Axel Johnson. I am field engineer for 
the State department of mineral resources. 

Mr. Murer. The State of Arizona? 

Mr. Jonnson. Yes, sir. 

Mr. Hosmer. Do you have a written statement, Mr. Johnson ? 

Mr. Jounson. I have. 

Mr. Hosmer. May we accept it for the record and have your oral 
summary ¢ 

Mr. Jonnson. I will be glad to. 

(Statement follows :) 


STATEMENT TO THE COMMITTEE ON HEARINGS REGARDING PROBLEMS OF AMERICAN 
SMALL BUSINESS 


STATE OF ARIZONA, 
DEPARTMENT OF MINERAL RESOURCES, 
Phoenia, Ariz., April 30, 1953. 

I am employed as a field engineer for the Arizona Department of Mineral 
Resources for the southern district, comprising the counties of Pima, Santa Cruz, 
Cochise, Graham, and Greenlee. My work is to visit the various mines in my dis 
trict, interview the mine operators, and obtain information regarding their 
operations, 

My observations and information obtained from my various field trips to the 
different properties point to only one conclusion—that our once promising Arizona 
lead-zine industry is seriously threatened with complete extinction unless the 
lead zine producers will very soon receive a fair price for these metals, a price 
which will enable them to operate their mines at a profit instead of at a loss 

Since a year ago, the majority of lead-zine mines have been forced to close down 
completely, and the remaining ones are either mining their highest grade ores at 
a much reduced rate of operation, or doing a small amount of exploration and 
development work, marking time, and hoping that they may soon obtain a better 
price for their metals. Nearly all the operators, still in the business, state that 
they are losing money and will have to close down soon, unless there is an increase 
in price soon. 

The following statistics show the great drop in the number of operating mine: 
mine employment, and produetion in my district: 


Mines which were producing lead-zine ores in June 1952: 
Number of producing mines (June 1952) eieun 
Present status of these mines: 
Closed down completely___-_---- as 
Doing small amount of exploration and deve ‘lopment 
Producing ore at a greatly reduced rate 
Mines which conducted exploration and development work in June 1952 
Number of mines doing exploration and development (June 1952) 
Present status of these mines: 
Closed down completely 
Exploration work on DMEA loan 
Number of men employed—June 1952 
Number of men employed—April 1953 


Number of men losing employment / = 630 


production: Weekly Annual 
Number of tons lead-zine ores produced—June 1952 5. 880 ® 205, 760 
Number of tons lead-zine ores produced—aApril 1953 711 36, 972 


Loss of production, tons : a 5, 169 268, 788 


‘One of these is scheduled to close after completion of DMEA loan. 

? Wages have been cut drastically on those employees remaining 

* Ores run from 3.5 percent to 14 percent lead, averaging about 6 percent; ores run 
from 4.5 percent to 19 percent zinc, averaging about 10 percent ; combined metal average 
about 15 percent 
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Besides producing the present effects of closing down the mines, laying off 
miners, and drastically curtailing production, as shown by the preceding statis- 
tics, the drop in the price of lead and zine is very rapidly producing efiects 
which may prove to be very serious as regards to future production when we 
badly need it. 

1. The closed mines are flooding with water and the mine workings are begin- 
ning to eave. The reopening of mines, which have been shut down, allowing 
the mine workings to flood and cave, is a very expensive operation and takes 
a long time. For this reason, it may be prohibitive for any mine operator to open 
ip these mines again at some future date. This is certainly not being prepared 
for any future emergency, and is also a poor way to ve our natural 
resources, 

2. The few remaining mines, still in production, are only mining the higher 
grade lead-zine ores (high grading), as they are losing money mining the lower 
grade ores. This leaves the low-grade ores remaining, of such a low grade that 
they can possibly never be mined economically at any future date, and often 
they become inaccessible for future mining operations. This, again, is a poor 
way to conserve our natural resources. 

3. Nearly all the mines still operating are badly in need of exploration and 
development in order to develop additional ore reserves. Very little exploration 
and development can be done at present on account of the low price of lead 
and zinc. The present ore reserves of the mines, therefore, are rapidly depleted. 
It takes a long time to open up a mine and get it ready for production after it 
is flooded and caved, and it takes a much longer time to develop adequate ore 
reserves, prior to conducting intelligent mining operations. ‘This is a very poor 
way to be prepared for any future emergency. 

From my observations as a field engineer, I have come to the obvious conclu- 
sion that something must be done for our lead-zine mining industry very soon, 
and I urgently hope that you will favor the Simpson bill, providing for a sliding- 
scale stabilization import tax on lead and zinc in order to obtain the following 
results: 

(1) To make it possible for our American operators to operate their lead-zine 
mines at a profit instead of favoring the foreign mine operators. 

(2) To give employment to our American labor at our own American standards 
of living. 

(3) ’o conserve our natural resources by keeping our mines operating under 
normal operating conditions. 

(4) To keep us prepared for any future emergency by keeping our mines open 
and maintaining adequate ore reserves. This is vital and necessary for our 
national security. 

Respectfully submitted, 
AxEL L. JOHNSON, 
Field Engineer, Arizona Department of Mineral Resources. 


Mr. Hosmer. Thank you very much. 

We appreciate the State of Arizona’s interest in this problem along 
with our own. 

Mr. Frank J. Tuck. Is Mr. Tuck here? 

Mr. Tuck, you are from the same office. I wonder if we can just 
receive your statement, the written statement, in evidence. 


STATEMENT OF FRANK J. TUCK, STATISTICAL ENGINEER, ARIZONA 
DEPARTMENT OF MINERAL RESOURCES 


Mr. Tuck. Yes, sir, I am prepared to give you those copies. 

Mr. Hosmer. If the State has further information that you believe 
would be helpful to this committee and its activities, we would very 
much appreciate having them forwarded on to us. 

Mr. Tuck. Well, this covers the question as much as I could possibly 
do it by oral testimony. 

Mr. Hosmer. Well, thank you very much. 

(Statement follows :) 
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STATEMENT TO THE COMMITTEE ON SMALL Business, Heartne Apri 30, 1953 


In your Denver hearings, you gentlemen were probably presented with state- 
ments illustrating the present condition of the lead-zine industry in the United 
States. I am attaching these statements to my picture of the Arizona lead-zin 
industry as they set forth arguments with which we in Arizona are in hearty 
accord. 

The Arizona picture is even more drab than the national picture, as pra 
tically all the lead-zine mines in this State have ceased production. There is 
only one mine of consequence that is now producing, and that mine (the Iron 
King) is not making any money by so doing; it is simply trying to save the 
property from being lost—once shut down, caving and flooding might prevent i 
from ever being reopened. 

When you recall the almost fatal effect of submarine destruction of meta! 
shipments on the high seas, it is a matter of vital importance that this country 
keep its mines in operating condition at all times, and the only way that can 
be accomplished is by insuring a market for their product. Flexible import-tax 
legislation is, therefore, directly related to the basic issue of survival of domesti: 
lead-zine mining. Domestic mining is competing not only with low wages i1 
foreign countries, but their biggest weapon is currency manipulation, whic! 
knocks the “trade, not aid” idea into a cocked hat. When an environment of 
freely convertible currency is established internationally, then “trade, not aid’’ 
might be worth considering. Meanwhile, let’s protect our vital raw-material] 
industries from foreign dumping. The passage of the lead-Zzine import tax will 
keep alive our domestic industry and keep metals available at prices lowe: 
in the long run than would result if our industry were seriously crippled. 

Respectfully submitted. 

FRANK J. Tuck, 
Statistical Engineer, Arizona Department of Mineral Resources. 


THE PrESENT Picture or ArIzONA’s LeEAD-ZINcC INpUSTRY, APRIL 1953 


H. R. 4294—To amend reciprocal trade agreement provisions and to provide a sliding 
seale stabilization import tax on lead and zine 


The Utah Mining Association has prepared a series of articles and charts 
to partially illustrate the present condition of the lead-zine industry in th: 
United States and some of the events contributing to that condition. The Arizona 
Department of Mineral Resources is in substantial agreement with Utah’s pre 
entation of the picture in the United States lead-zine industry. Attached to this 
paper are quotations from Utah’s statement, covering he United States picture 
as a whole. Some of the eharts and tables have been omitted, but may b« 
obtained on application. 

The Arizona picture is even more drab than the national picture, in that the 
lead-zine industry here was a relatively young, growing industry, and the present 
condition of the market threatens to stunt its growth, if not completely wip 
it out. 

The following table shows how lead-zinec production had been increasing 
steadily until 1952, when the blow fell. Also this year’s production rate in 
January and February are shown. The figures were obtained from the United 
States Bureau of Mines records: 


Tons lead produced, anni'al rate Tons zine produced, annual rate 


Period 
‘ni ercen } Tniter -ercent 
United Percent | Artones United Percent 


Arizona . ; 
_ States Arizona States Arizona 


510, 400 
628. 213 | 
684,011 
631, 138 | 
661, 023 
644, 772 
586, 200 


1911-15 5, 376 491, 100 
1937-41 | 2, 520 433, 483 
1942-46 400 418, 584 
1947-51 27, 162 400, 719 
1952 5, 150 | 384, 097 
Jannary 1953 , 200 370, 048 
February 1953 9, 840 351, 564 


Neos 
PDI2w > 


| 
| 


In 1952 lead and zinc prices suffered a drop from 19 cents per pound to 14 cents 
for lead, and from 19.5 cents to 12.5 cents for zinc. The result was the closing 
down of two large lead and zine producers in the State (Eagle Picher and Mam 
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moth St. Anthony), and practically all of the smaller properties. Only one large 
produeer (the Iron King) is now operating. The result is that unless the lead 
and zine market soon takes a sharp turn for the better, Arizona’s production of 
lead might drop to 8,000 tons, and that of zine to 25,000 tons, in 1953. 

The best hope for restoration of the lead and zine industry’s health lies in 
favorable consideration by the Congress of a flexible tariff to protect the domestic 
mines from foreign competition. This country should not be allowed to lose any 
of its natural resources of raw materials, so essential for its defense. Mines 
that are closed down because of excessive importations of foreign metals, run a 
risk of being permanently abandoned, due to the enormous expense and possibly 
years of time required for restoration to full production. 

Recalling the almost fatal effect of submarine destruction of metal shipments 
on the high seas, it is vitally necessary that this country keep its mines in oper- 
ating condition at all times. This means that they must be kept producing, for 
in any possible emergency, time may be of the essence. 

Although Arizona is essentially a copper-producing State, the lead and zine 
industry had been showing a healthy growth, and bade fair to become an impor- 
tant primary producer in the State’s economy. Last year, it was furnishing a 
livelihood for 1,200 miners and their families and with proper encouragement, 
this number might very well be doubled. There are some very promising deposits 
in the Big Bug, the Harshaw, Pima, Old Hat, Eureka, Cochise, Arivapa, and 
Superior districts, and all could develop sizable tonnage with a protected market 
to encourage them. Arizona Department of Mineral Resources, April 1953. 

Submitted by Frank J. Tuck, statistical engineer. 


Copy oF UTAH MINING ASSOCIATION STATEMENT 


H, R. 4294, TO AMEND RECIPROCAL TRADE AGREEMENT PROVISIONS AND TO PROVIDE A 
SLIDING SCALE STABILIZATION IMPORT TAX ON LEAD AND ZINC 


On March 30, Congressman Richard M. Simpson (Republican, Pennsylvania) 
introduced H. R. 4294, a bill to extend for an additional year the authority of 
the President to enter into trade agreements. Chairman Daniel A. Reed, chair- 
man of the Ways and Means Committee, to which the bill was assigned, an- 
nounced that public hearings, beginning April 22, would be held on the measure 
by his committee. 

The bill strengthens the role of the Tariff Commission in both the prenegotia- 
tion phase of trade agreements and the granting of escape-clause relief. Find- 
ings of the Tariff Commission on both the peril-point procedure and the escape- 
clause relief would be mandatory under provisions in the new bill. The meas- 
ure also, in view of the additional responsibility placed on the Tariff Commis- 
sion, provides an increase in membership from 5 to 7. 

The protective clause in the present law, which reads, “* * * serious injury 
to the domestic industry producing like or directly competitive articles,” is 
amended in the Simpson bill to read: “* * * unemployment of, or injury to, 
American workers, miners, farmers, or producers, producing like or competitive 
articles, or impairment of the national security and such unemployment, injury 
or impairment, or threat thereof.” 

The Simpson bill contains special provisions designed to strengthen our 
domestic petroleum, coal, lead, and zinc industries—industries which are closely 
allied with the domestic economy and vital to the national-defense program. 

The section of the bill dealing with lead-zine is an amendment to the Tariff 
Act of 1930. It has no time limit and is not subject to State Department nego- 
tiations. Provisions for lead-zine recognize the need to maintain a sound and 
active industry within the United States for both industrial and military pur- 
poses; that dependence on foreign sources is costly and dangerous; that the 
industry has experienced serious damage through dumping of lead-zine on the 
American market by low-wage foreign producers; that devaluation of currencies 
and monopolistic marketing practices of foreign governments have joined with 
“dumping” to accomplish near destruction of the domestic lead-zinc mining 
industry. 

In order to give the immediate relief necessary to save the lead-zinc mining 
industry, the bill provides for a sliding scale stabilization import tax on these 
metals. Mr. Otto Herres, chairman of the National Emergency Lead-Zine Com- 
mittee, describes the provisions of the tax as follows: 
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“The base price of lead and zine upon which the tax is to be determined is 
15% cents, but adjusted periodically with the Bureau of Labor Statistics index 
of primary market prices for commodities other than farm and food. In the case 
of metal the proposed tax is 1 cent plus 1 cent per pound for each 1 cent the 
market price is below the base price. For ores and concentrates the tax is 
seven-tenths cent per pound for lead content and six-tenths cent for zine content 
It is recognized that some imports are needed to supplement domestic produc 
tion. For this reason, no taxes apply when the domestic-market price equals 
or exceeds the adjusted-base price of 15144 cents per pound. That means there 
will be no restriction of opportunity for foreign lead and zinc to find a market 
in this country to the extent that domestic mines cannot take care of the demand. 
And, for the consumer, it means protection against shortages and high foreig: 
prices in times of emergency as well as relief from the market instability 
difficulties of recent years.” 


Copy oF UrtAH MINING ASSOCIATION STATEMENT 


Foreign metals not available when badly needed but dumped in our market when 
surpluses appear 


Last fall Mr. S. H. Williston, chairman of the strategic minerals committe¢ 
of the American Mining Congress, made a statement pertinent to the current 
campaign for a sliding-scale stabilization import tax on lead and zine. He 
said: “The experience of the last year and a half has shown conclusively that 
when we want and urgently need metals abroad we do not get them and when 
we do not need them they come into the American market to depress prices and 
close down domestic plants.” A study we completed recently bears out Mr 
Williston’s contention. Let’s take a look first at the zine picture: 

On January 1, 1951, 6 months after the Korean war broke out, United States 
metal producers were holding the line on zine prices at 1744 cents per pound. 
On January 25, the price was frozen at this figure by OPS. The foreign price 
was slightly higher. While the domestic ceiling was held at 1744 cents until 
October 2 and then advanced to 19% cents, foreign prices soared rapidly, reach 
ing 30 cents in August and 314% cents in October. We could not secure enough 
zine for our requirements. We were able to buy for import only 391,021 tons 
in 1951. Truly, when we want and urgently need metals abroad we do not 
get them. 

By the spring of 1952, supply had caught up with demand in the zine picture 
Foreign governments and producers, caught with heavy stockpiles and inven 
tories of high-price! zinc, began to unload in exchange for United States dollars 
Prices in both domestic and foreign markets dropped to 1714 cents from the 
domestic ceiling of 1914 cents by June 1, 1952 and continued to decline to the 
present 11 cents per pound. Imports of foreign metal exceeded 60,000 tons in 
July 1952, and totaled 565,162 tons for the year—1% times 1951 imports. When 
we do not need the metals, they come into the American market to depress 
prices and close down domestic plants, 

The lead picture closely paralleled zine, except that there was less spread 
between domestic and foreign prices. The foreign producer was able again 
to profit at our expense by selling large quantities of lead at 22 cents per 
pound when our domestic ceiling was 17 cents. We were unable to secure the 
metal we needed, obtaining only 248,864 tons by imports in 1951. Toward the 
end of the year, supply caught up with demand and in 1952 foreign govern 
ments and producers began a frenzied unloading, prices plummeted, and imports 
of lead skyrocketed to more than 73,000 tons in May 1952. ‘Total imports in 
1952 were 615,481 tons. 

Already copper producers in the United States can see the handwriting on 
the wall. The E. & M. J. Markets weekly publication dated March 26, contains 
the following statement: “Fabricators have ‘tickets’ for 135,000 tons of April 
metal (foreign and domestic), but it is still too early to determine whether this 
large quantity will be absorbed under prevailing pricing arrangements. Senti- 
ment in numerous instances has turned bearish on forward metal. * * * The 
fact that Rhodesian and Katanga copper is now being offered in the United 
States market has made a profound impression on the Chilean authorities, and 
unofficially they are far from confident over their ability to obtain 3514 cents 
per pound, Chilean ports.” How familiar this sounds. Just like the com- 
ments on lead and zine a year ago. 
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Copy or UTAH MINING ASSOCIATION STATEMENT 


Conditions foreing closing of domestic mines and danger of resulting dependency 
on foreign sources 


The general assumption of people not familiar with mining is that metal 
production can be started or stopped more or less at will; that it is possible 
during unfavorable periods to shut down and save the metal for more profitable 
periods. To visit a mine in operation, see the openings supported by massive 
timbers, the water being pumped, the fan installations to keep proper ventilation, 
he supervisory organization, the manpower and the specialized equipment needed 
to sustain active operations would correct this erroneous impression. Even 
brief closure means high cost to maintain equipment, replace failing timber, and 
keep the mine pumped out. Long closure makes these activities prohibitive and 
the mine is abandoned. Then it floods and caves when timber fails. Supervisory 
and mining crews are disbanded, making resumption of mining costly and often 
times prohibitive. 

The last 12 years have seen emergency demands for maximum metal produc 
tion alternating with surplus production, encouraging dumping of foreign metals 
in our market and resulting in many temporary and some permanent mine clos- 
ures. Each such cycle has resulted in higher costs, lower profits, loss of both 
immediate and future potential production and the discouraging of further in- 
vestment in mining. 

The average price of lead and zine in the period from 1946 to the present 
(premium price plan ended June 30, 1946) has been adequate to sustain domes- 
tic mining. In other words, the average price has been in line with costs of 
production in the domestic economy. However, the low periods, caused by 
“dumping,” have been of such duration that many mines couid not sustain the 
financial losses related to operating in the red or to shutdown and maintenance. 
(See price chart.) The present price depression promises to be of long duration, 
for the simple reason that throughout this entire 12-year period foreign mining 
has rapidly expanded under prices favorable to them. Foreign production has 
been further stimulated by the generosity of our Government in advancing our 
money for development, and through having had practically free access to our 
market when surpluses existed. 

Free world productive capacity of zinc at 17%4 cents per pound has been esti- 
mated at 2.5 million tons, whereas consumption in the same area from 1948 to 
1952 has ranged from 2 to 2.1 million tons. The excess productive capacity of 
free world zine over consumption, considering cheaper foreign costs, can and will 
likely continue to flood our market unless import restrictions are provided. The 
foreign producer has a favorable cost margin of about 5 cents per pound. This 
situation could continue to the almost complete destruction of our lead-zine min- 
ing industry. With domestic competition eliminated we can be assured that 
prices will be elevated to whatever point demand and “our dependency” permit. 
Chile’s recent exaction of 12% per pound premium for copper and earlier ex- 
periences with tin and rubber but illustrate that the domestic consumer of metals 
and other raw materials literally “pays through the nose” when dependency 
permits the foreign producer to take that advantage. 

We maintain that through passage of the lead-zinc import tax legislation, we 
will keep alive our domestic industry and keep metals available at prices lower 
in the long run than would result if our industry were seriously crippled. 


Copy oF UTAH MINING ASSOCIATION STATEMENT 


Domestic lead-zine mining industry marginal to foreign production domestic and 
foreign wages compared 


Lead and zine mining in the United States is at a disadvantage in relation to 
costs of production in foreign mines. Comparison of wages paid, productivity 
of workers, and, in many cases, taxes, favor the foreign producer. 

Wages per day in Mexico range from 85 cents in small independent mines to 
$4 in large operations (figures are in terms of United States dollars). Produe- 
tivity per man is equal to or not far below similar United States operations. 
One operator having smelting plants in both countries states that productivity 
per man is practically equal. The Government of Mexico has production and 
export taxes on lead and zine. It recognizes the need of adjusting these taxes 
to metal prices, and has sliding scale duties to accomplish this. The Howe 
Sound Co. reports as follows on its Mexican operations: “The lowering of pro- 
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duction and export taxes, which are on a sliding scale based on the Mexican 
currency equivalent of New York prices of metals, has somewhat reduced the 
impact of the decline in lead and zine prices.” Both Mexico and Canada recog 
nize the need of limiting the tax burden on new mine operations and so provide 
in their tax legislation. 

But, to return to wages, Morocco, with large, relatively high-grade lead-zinc 
ore bodies, pays $1.50 per day. Productivity is close to ours, largely due to the 
fact that American “know-how” and mechanized equipment are imported. Peru 
pays $1.50 to $2 per day for mine labor. Guatemala also pays $1.50; and one 
operator in that country, who also has operations in the United States, reports 
man-per-man equality of production. Germany is reported to be paying average 
wages of $1.35 per day for all industrial workers. We have no data on mine 
wages. Canada pays mine wages of from $12 to $14 per day, but she is favored 
with higher-grade ore, greater productivity, and a much more favorable tax 
climate. Average wages for all days’ pay employees in Utah’s metal mines for 
February 1953, was $15.92 per day, not including fringe benefits which average 
from $1 to $1.25 per day in terms of cost to employers. 

It has been estimated that foreign lead-zine can be produced at some 5 cents 
per pound less than domestic mining costs because of the low foreign wage scales 
For this reason, at 11 cents for zine and 183% cents for lead the market is profit 
able to the foreign producer, but unprofitable to most American producers. If 
the market remains at that level for any protracted period, most of our domestic 
production will be discontinued. As the foreign producer can continue to sell 
profitably at those prices, no rise in price can be expected until many domestic 
producers have been forced out of business. The foreign producer may then, and 
by past history can be expected to raise prices to whatever level our increased 
dependency permits. 

The need for stabilization import tax legislation is therefore directly related 
to the basic issue of survival of domestic lead-zine mining and the prevention 
of dangerous dependency on foreign production. 


Copy or Uran MINING ASSOCIATION STATEMENT 


UNITED STATES TARIFFS AND INTERNATIONAL TRADE BARRIERS 


Free trade logically assumes bilateral removal of tariff barriers, import and 
export restrictions, currency manipulations, and Government or private cartels 
Even after removal of such devices, international free trade, to be successful, 
must be conducted in an environment of freely convertible currency. For the 
United States to unilaterally remove its tariffs or to fail to provide proper protec- 
tion for vital raw material and manufacturing industries under present condi- 
tions of international trade would be but a shortcut to crippling of our domestic 
economy and suicidal invitation to disaster in war emergencies. 

Let’s look briefly at present conditions affecting international trade, to better 
understand the inconsistency of the pleas of “internationalists” for free trade 
and unilateral removal of trade restrictions by the United States. 

The United States Tariff Commission report for the period April 1949-June 
1950 states: “In most foreign countries embargoes, quotas, licensing, and ex- 
change-control regulations have become more important than tariffs as a means 
of restricting imports. At present most foreign countries restrict both the quan- 
tities of goods to be imported and the sale of foreign exchange.” 

An editorial in the Wall Street Journal, January 27, 1953, states, regarding 
the post-World War II period: “Most governments built shelters around their 
economics—shelters of currency controls, import and export controls, investment 
controls, and other devices which masked supply and demand and kept economics 
outdated.” 

A Mr. O. R. Strackbean, of the National Labor-Management Council on Foreign 
Trade, was quoted in the January 13 issue of the Wall Street Journal on this 
matter: “Slowly the facts are beginning to emerge that the United States is now 
distinctly a low-tariff country and that our trade restrictions * * * are much 
less onerous than those maintained by most of the countries that so readily 
protest our ‘high trade barriers.’ * * * the overall result (of tariff reductions 
since 1934) is that today our tariffs are down 75 percent from their high point 
so far as actual protection effect goes.” 

France recently reimposed import duties “to protect domestic producers of non- 
ferrous metals,” according to the American Metals Market, March 5, 1953, issue. 
This was done because ‘France is self-sufficient in lead and any further decline 
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in prices would force shutdowns in some French mines” (and in French over- 
seas territories). 

The United Kingdom and many other countries license imports and exports; 
South American countries have freely used different exchange rates to favor 
or exclude varieties of imports; Mexico has export taxes on many of its products; 
and devaluation of currency by many countries following World War II seriously 
disrupted world trade. 

In spite of all these barriers so restrictively effective in international trade, 
we are urged by those same countries to lay our economy completely open to their 
exploitation. The United Nations goes even further; it implies a threat to the 
United States when in discussing international trade in a pamphlet entitled 
“Measures for International Economic Stability” its “economic experts” state: 
“That country [United States] might well take a liberal view * * * as a means 
* * * of reducing the need for other countries to take new discriminatory meas- 
ures against its exports.” 

The domestic mining industry of the United States simply asks for protection 
against dumping of foreign metals in excess of our needs through enactment of 
legislation now presented and designed to stabilize metal prices at a level consist- 
ent with production costs in our domestic economy. It is in the interest of our 
domestic economy and security to do so. 

Mr. Hosmer. I want to assure you that your written testimony will 
receive just as much consideration and review as any oral testimony 
that you might have made here today. 

Mr. Motrer. Mr. Chairman, a note has just been set up to us indi- 
cating that the same symptoms that appeared before the lead and zine 
crises are now showing up in copper. If there is anyone present here 
who knows anything about that, I am sure we would like to hear it. 

Mr. Hosmer. Yes; we would. Is there anyone here who has any 
specialized information on copper? 

Mr. Cuartes F. Writs. Mr. Chairman ? 

Mr. Hosmer. Do you want to cover it in your later testimony ? 

Mr. Wiis. I can cover it in my later testimony, but if you want 
it especially on copper while you are on this subject, there is no im- 
mediate necessity at the present time for any such action on copper. 
The price of copper is adequately high, and, furthermore, to enter 
anything along the same lines as the sliding scale for copper would 
only injure the getting of it because you have no economic reason for 
asking for it at the present time. 

Mr. Hosmer. Do you know of any possibilty of a large-scale dump- 
ing of copper on the world market as has happened with lead and 
zinc? 

Mr. Wiis. No, because the present defense program is such that 
it is consuming all of the copper that is produced in all of the world, 
and they need all that they can get. They even need more copper 
than they can get right now. The time may come at some time in the 
future when you stop your defense program that the copper people 
migh be asking for a similar situation. But with no emergency exist- 
ing, I think it would be a very foolish and reckless thing to mention 
the situation when you have no possible economic argument for it. 

Mr. Hosmer. Would you identify your asociation for the record 
again ? 

Mr. Wiruts. I am Charles F. Willis, the State secretary of the 
Arizona Small Mine Operators Association, and also the assistant 
secretary of the Arizona Copper Tariff Board. 

Mr. Mutter. One thing on that subject, Mr. Willis. W hat is the 
situation, pricewise, on the importation of copper today ? 

Mr. Wituts. Pricewise, copper is now selling at 2914 cents, and has 
been ranging around 30 cents. 
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Mr. Murer. What about domestic copper ? 

Mr. Wits. There is only one price on it at the present time, the 
world price. 

Mr. Murer. And that covers domestic and whatever we bring in? 

Mr. Wits. Yes. We did have a very bad situation on copper at 
the time we were paying 2414 cents ceiling price on copper and paying 
Chile 36 cents on copper. That was a bad situation. However, that 
was corrected at the time the controls were taken off. 

Mr. Mutrer. Did it change the price of the Chilian copper, or are 
we still paying 361% cents? 

Mr. Wiis. You are still paying 3614 cents, but you are paying it 
to the Chilean Government. The mines there, although American- 
owned, are not getting the price paid in the United States. The mines 
sell it to the Government, and the Government sells it to the United 
States and gets a rakeoff on it. 

Mr. Hosmer. Thank you. 

Mr. Hosmer. Will you identify yourself, please. 


STATEMENT OF GRAHAM DOLAN, IN BEHALF OF THE INTERNA- 
TIONAL UNION OF MINE, MILL, AND SMELTER WORKERS 


Mr. Dotan. My name is Graham Dolan, of the Mine, Mill, and 
Smelter Workers. 

Mr. Hosmer. Is this on copper? 

Mr. Dotan. Yes, it is. In the city of Denver, our union advanced 
certain testimony on copper. I don’t know who sent the note up, in- 
cidentally, but I agree with it. That testimony was to show that the 
same situation that exists in lead and zinc, or existed a year ago, is 
beginning to exist in copper. 

The question was asked about imports. Our information from the 
research department is that a new flood of imports of copper from 
Rhodesia, the Belgian Congo, and the Union of South Africa will be 
hitting our eastern ports very shortly and may very well reduce the 
copper market. 

Mr. Hosmer. Will you please come up and identify yourself? 


STATEMENT OF HON. HENRY MARQUES, MAYOR, CLIFTON, ARIZ., 
ON BEHALF OF INTERNATIONAL UNION OF MINE, MILL, AND 
SMELTER WORKERS 


Mr. Marques. I am Henry Marques, the mayor of the town of Clif- 
ton, Ariz., and a representative of the Mine, Mill, and Smelter Work- 
ers. In copper, I do not think that the committee should wait until 
we meet the crisis that we are confronted with in lead and zine. Per- 
sonally, I think that in all metals we should impose any kind of a 
tariff such as has been proposed by the Simpson bill or the Murray 
bill. Doing it immediately instead of having to be confronted like 
we are here in the lead and zine will alleviate a lot of expense to the 
Government, and I believe that it will also alleviate unemployment 
throughout the country. 

Mr. Hosmer. Thank you, sir. 

Will you identify yourself ? 
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STATEMENT OF C. F. WEEKS, CONSULTING ENGINEER, 
KINGMAN, ARIZ. 


Mr. Weeks. C. F. Weeks, Kingman, Ariz., consulting engineer. I 
just wanted to say in regard to this copper matter that it seems to me 
that waiting until the price of copper breaks to the situation we have 
relative to lead and zine would be a very foolish thing. Now we are 
shutting the door after the horse is out. There are a lot of people on 
the verge of starvation, men right in this State, men that I know, that 
have worked for me. Why can’t we decide now on what is a reason- 
able floor for copper and put it under there? We do it individually 
for these big mining companies. We put a floor under the price of 

San Manuel copper. We put a floor under one after another of these 
big companies. Why can’t we put a floor under the price generally ? 

And then let us gear these metal prices. Here is a point that has 
come up several times. Let us gear these metal prices to increases or 
decreases in freight rates or smelter rates, this base. Let us gear that 
to that so that if the smelter rate goes up a cent a pound or a half a 
cent a pound, let us raise that base price that amount, let us gear. 

There are two main things, smelter rates and freight rates. If you 
gear those to that base price of your metals you have that thing fol- 
lowing through. I was told by a smelter just recently, they said, 
“Well, the price now for marketing copper is 3.2 cents. But we expect 
word momentarily from the New York office that it will be 314.” 

If that thing was geared, why wouldn’t that work? Why wouldn't 
that fix your base to follow on that? 

Thank you. 

Mr. Wixuts. Mr. Chairman, he made the point of why not do it now 
when we see it coming. We are so vitally concerned with the situa- 
tion as to lead and zine where an emergency exists that I think we 
would be doing a very reckless thing to throw in something and ask 
for something and demand something on which you had no economic 
basis, and give your opponents all the ammunition in the world with 
which to fight you. 

We can foresee when the situation is coming on copper and see it in 
plenty of time to ask for relief. We have asked for it before from 
Congress, and we have gotten it before. 

Mr. Hosmer. Mr. Willis, all we are trying to do is collect informa- 
tion today. 

Mr. Wits. I would like the record clear on it. It isn’t that they 
want to stay out of the picture. We hope it will never be necessary. 
But on the other hand, we do not want to do anything that will deter 
the getting of a sliding scale tariff on lead and zine. 

Mr. Hosmer. Thank you. 

Now we are going to move over into asbestos, magnesium, tungsten, 
and uranium. “Again I will ask the witnesses to do a little more than 
let their conscience be their guide in the time that they take. I know it 
is a big subject, and you have a lot to say, but unfortunately so do the 
others. Please, if you will, be brief. 

Mr. Hosmer. What is your name, sir? 
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STATEMENT OF H. E. McCRAY, DEMING, N. MEX. 


Mr. McCray. H. E. McCray. 

Mr. Muurer. Mr. McCray was called earlier. 

Mr. McCray. I just wanted to get it clear. 

You asked the question of Mr. Warner relative to the percentage of 
imports, compared to the use of fluorspar. 

Mr. MULTER. Although the W itness did not cover it, he did furnis] 
us with written statistics as part of his statement, which have bee 
incorporated into the record. 

Mr. McCray. If I can clarify it, if you get the Bureau of Min 
record, it shows normally an overall picture of 30 percent for fluo: 
spar; and 1952 was over 70 percent. 

Mr. Mutter. Those are the actual figures that he used and incor 
porated in his statement. 

Mr. McCray. Now, one other thing, and then I will quit. Is man 
ganese coming up? 

Mr. Hosmer. Yes. 

Mr. McCray. Then that is all. 

Mr. Hosmer. Mr. Jack L. Neal. 


STATEMENT OF JACK L. NEAL, SECRETARY, ARIZONA ASBESTOS 
PRODUCERS ASSOCIATION, GLOBE, ARIZ. 


Mr. Neat. I am Mr. Jack Neal, the Arizona Asbestos Producers 
Association. I am with the Metad Asbestos Corp. I am vice presi 
dent in Globe, Ariz. 

I wanted to talk about one of the things we need in Globe, in Gila 
County, the creeks up there on the Indian leases in the Gila County 
area, The amount of redtape that it is taking in Washington to 
complete one of these leases. Our company applied for a lease on the 
San Carlos Reservation July 9, 1952, and we still have not received 
our final papers. Asbestos being very vital to the national defense, 
we were assured by Mr. Jesse Weaver. He is the asbestos consultant 
from Raybestos, Manhattan. He is the Government consultant, | 
should say. He was in the district and assured us. 

Mr. Hosmer. I want to interrupt you because I think it is a matter 
of some interest. Yours is a specific problem concerned with your 
specific business, One of the functions of the Small Business Com 
mittee of the Congress is to take care of situations just of that nature. 
All of you folks, if you have a particular problem in Washington that 
is concerned with your business, if you will write the Small “Business 
Committee, via your Congressman, contact him and have him go to 
work on it for you, we will do everything possible to see that a situa 
tion like that is ironed out for you and ‘that the thing is handled as 
expeditiously and as fairly as possible. 

Mr. Nea. I might say we are just 1 of around 6 mines that is 
affected. We are not the only ones. There are around six leases 
pending that have been over a year. 

Mr. Motrer. If you will get word to them, and each of you write t: 
the committee in Washington, we will do what we can to expedite th 
issuance of those leases. 

Mr. Neat. There is one other thing, too. We wanted to find out if 
something could be done about the length of time that these leases 





PROBLEMS IN THE METAL-MINING INDUSTRY 467 


are let. ‘They let them for 5 years only. You know, it is very hard 
to mine and develop a property in 5 years. 

We can’t afford to go in and spend our money knowing that our lease 
isup in 5 years. We think that the leases should be let for 20 years. 

Mr. Hosmer. Do you have renewal options in those leases ? 

Mr. Nea. Yes, but that is no guaranty that we will get it. You 
can’t invest your money on a long-range program, in the asbestos 
industry, to block out ore ahead at the end of 5 years, if you don’t 
know for sure you are going to get the lease. 

Mr. Mutter. Do you know what prompted the setting up of the 
policy of making only 5-year leases? 

Mr. Neat. No, I don’t know exactly. But I understand they are 
talking about trying to make some changes about it. But we thought 
maybe this committee could help that along. 

Mr. Hosmer. In other words, we are not going to be rough on you 
when you tell us it is no good, and at the same time complaining that 
you cannot get a lease. You are probably expecting that the situation 
will change i in the future. 

Mr. Neat. We hope it will. 

Mr. Hosmer. ‘Thank you very much. Possibly we can bring this 
to the attention of the proper people. 

Mr. Al Stoval, will you identify yourself for the record, please? 


STATEMENT OF AL STOVAL, WENDEN MANGANESE PRODUCERS 
ASSOCIATION, WENDEN, ARIZ. 


Mr. Strovat. I am Al Stoval of the Wenden Manganese Producers 
Association. First 1 want to thank you gentlemen for coming to 
Arizona and thank you for listening to our problems that we have 
to present to you. 

1 want to thank the members of the General Services Administra- 
tion, Klein, Lyons, Larson, Howard I. Young, for their help in estab- 
lishing the Wenden Manganese Producers Association. Robert Brad- 
ford is carrying on the work with real efficiency at the depot at Wen- 
don, Ariz., and Robert Reno is very helpful and openminded in his 
cooperation with the miners. Mr. Storms, Mr. Jack East, and Mr. 
Bruce Clemmer, and the Bureau of Mines in general, are really due 
our sincere thanks. 

The General Services and the Bureau of Mines represented by 
Johnson and Hanson at Wenden are managing the Wenden Depot in 
an efficient and businesslike manner and the relation between the 
miners and these two agencies are at the very best. 

In July of 1951, a 5-year manganese purchasing program to en- 
courage the development and production of domestic manganese by 
small ‘producers in the United States was announced. The low oe ice 
paid at that time, the too-high mill charge, the rejection of mangan- 
ese ores containing lead, zinc, and ores that could be beneficiated by 
nodulizing, caused the first year and 9 months of this 5-year program 
to bog down, and brought about practically no production in the 
United States. With the help of the Bureau of Mines and the Gen- 
eral Services Administration on these problems, the Wenden Depot 
is now open, operating, and booming. 

We are very proud of the We mden De pot, and the other depots are 
increasing. However, at this time with the now workable program, 
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40 percent of the 5-year period of this program to encourage the de 
velopment and production of domestic manganese has expired. On 
year and 9 months has gone by. 

Mr. Clemmer and others of the Bureau of Mines extended a great 
service to the Nation when they proved that lead and zine could | 
nodulized from the crude ore after concentration. However, a seriou 
mistake in Washington was made when a charge of $2.25 per ton of 
ore was imposed. This was a nodulizing charge that was meant to 
be charged on a ton of concentrate. Instead it was a charge of $2.25 
imposed on a ton of crude ore. 

This ocimarteed mists ike shoul | have been a charge, as I said before, 

This makes the miner that has 15 
percent “manganese we hj 1S $8.54 per ton, pay >9 per concentrate ton 
for nodulizing. The miner does pay this charge, while the miner that 
has 27 percent ore which is worth $32.40 pays less than $4 per ton fo1 
nodulizing. It costs no more to nodulize concentrates from low-grade 
ore than nodulizing concentrates from high-grade ore. This unfair 
penalty must be corrected. There are three additional problems that 
sary 8 this program : 

The program should be extended for at least 3 years beyond June 
I of 1956 in order to allow the miners to develop their pepcties and 
still have the time to deliver ore to the depot so that the recovery of 
these investments is reasonably assured if the mine is successful. 

The size of the 6 million unit quota as applied to the depots should 
be more than doubled as an incentive for the discovery and develop 
ment of new mines. The total of 6 million units at Wenden is not 
large enough to support an efficient-sized milling plant. A mill that 
would amortize itself and be considered economical should handle 
500 tons daily. 12 million to 15 million units is only an absolute 
minimum of a 5-year plan milling supply for this type of sensible 
milling installation. 

The rejection point of 15 percent manganese should be reviewed, 
revised, and corrected, relative to ores that benefitiate above 70 percent 
recovery. 

Mr. Hosmer. What point do you suggest that, or recommend that 
to be? 

Mr. Srovat. I say that all manganese ores that can be beneficiated 
economically should be purchased by the Government down to the 
point of the miners’ diminishing returns. 

That means if the miner can produce ores as low as 12 percent 
and sell to this program, he should be allowed to do so, providing 
the Government can economically beneficiate that product, making 
it acceptable to industry. 

We want to thank Charles Willis at this time and Roger Manning. 
We realize the great help given to us in Washington by Robert Palmer. 
Robert Palmer is here from Denver today and we are glad to have 
him. 

Congressmen Hayden, Patten, and others, these men were a great 
help to assist us to stop the manganese tangle that could strangle us 
in a greater war. Russian sources of manganese are now denied. 
Had it not been for these men, the rubber shortage of World War II 
would be compared small to the manganese shortage we would have 
in the advent of a great oceanic war. Back in 1918 one of the con- 
tributing factors to the downfall of the Kaiser was the shortage of 
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manganese. ‘This is absolutely true. The Kaiser’s Russian supply 
diminished after Russia revolted, making manganese so short in Ger 
many that the disabling of a German gun caused the Germans to 
rush these pieces back to the forgery to be reforged and returned to 
the front lines for action. With Russia furnishing us with manganese 
in World War II and the inability of the Germans to crush Russia 
and take over these deposits, placed the German Army in the same 
position in World War II as in the latter days of the Kaiser. With 
Russian manganese, our position was much better in World War II. 

However, even then 160 percent of our manganese fleet was sunk 
by German submarines, effecting great losses of life, losses of ships, 
loss of manganese so urgently needed. In our last two great wars we 
have depended on Russia for our manganese. Russia may at this time 
be depending on us not to have manganese. Last week in Washington 
I saw the Governor of Rio and the Ambassador from Brazil making 
further negotiations on this manganese. They have been paid in ad 
vance $65 million, but the present Brazilian purchase will not start 
soon. ‘There is 150 miles of railway to construct through hazardous 
terrain, docks and loading facilities to be installed before any of these 
shipments can start. In the meantime, if War comes, and this Bra- 
zilian manganese is available, enemy boats will be waiting to sink 
same if possible. 

We are not especially in discord with the purchase of Brazilian 
manganese. We think our Government should purchase manganese 
wherever they can get it. We feel it is that short, we know it is that 
short. 

Today, without more domestic production of manganese, if we are 
involved in an all-out war, enemy submarines would make it necessary 
for us to fly Brazilian or African manganese to our smelters at a cost 
of thousands of dollars per ton. Since we are considering the safety 
of our homes and Nation in this security program, we must all ur 
gently insist that the domestic production of all metals be increased 
und stockpiled. With our homes and Nation at stake, we can well 
afford to have ample stockpiles of metals. Our Nation then could 
be compared to the individual who has cattle on the range, money in 
the bank, everything, all secured by this security. 

The manganese shortage is one of our greatest threats to our 
national security. We can make our country secure now against 
this threat by procuring this material. This Government can help 
us to do it and we should see that it is done. The sooner we have 
ample stockpiles of metals with which to protect ourselves, the sooner 
we will have complete neutrality. When other Nations know that 
we have materials in our stockpiles with which to defend our Nation, 
the sooner peace talks will be peacefully concluded. 

If we have small stockpiles, we have small manganese insurance. 
This metal then could become so vital, so valuable, that we would 
gladly trade all the gold in our Fort Knox for manganese, if we could 
then get it. I speak for the manganese, Wenden manganese producers 
association, When I request that an extension of 3 years be instigated 
beyond 1956, amendment of nodulizing charge, and the purchase 
below 15 percent manganese if they can be economically beneficiated 
and that the quota of 6 million long dry tons as applied to that station 
be more than doubled. 

Mr. Hosmer. That is Wenden ? 
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Mr. Srovan. That is Wenden. There is a quota of 37 million units 
in the overall manganese program of the United States. Six million 
units at Deming, 6 million units at Wenden, 6 million units at Phil 
ipsburg and Butte, Mont. There are 19 million units on the overal] 
carload lot program. This makes 37 million total units in all. 

There are very few units being delivered to these collection depots, 
with the exception of Wenden. There are very few units being deliv 
ered on the carload lot program. 

We suggest that all of the 37 million units should be grouped to- 
gether so that the entire program can be filled. This is very important 
and this is something that we should really go into, because if we don’t 
go into this situation, the Government will end up with a program, 
with an allotment, of 37 million units with only a very small part of the 
manganese purchased, and with all that money tied up for years to 
come. 

Mr. Hosmer. I would guess from these figures that you have given 
us, Mr. Stoval, you ship at least about 4 percent of the manganese in 
the country, don’t you ¢ 

Mr. Srovau. I don’t know about that. I don’t have any idea. I 
would like to ship as much as I possibly can. 

Mr. Hosmer. I don’t blame you for that. 

Mr. Srovan. I certainly would. I think I would be doing my coun- 
try a great service, if I could do that, as well as the State of Arizona. 

Mr. Hosmer. We certainly appreciate your testimony here. 

Mr. Srovau. I would like now, before I finish here, to have Robert 
Bradford give his opinion on the statements that I have made here, 
because I do think that this 37 million units situation is a very good 
idea. Thank you, sir. 


Mr. Hosmer. Mr. Eugene Wesolowsky? Please identify yourself 
for the record. 


STATEMENT OF EUGENE T. WESOLOWSKY, INDEPENDENT 
MANGANESE PRODUCER, PHOENIX, ARIZ. 


Mr. Wersotowsky. My statements were more or less included in 
Mr. Stoval’s remarks. I might say this: Mining equipment costs a lot 
of money, and this program should be extended because the miners 
have to be able to amortize their investments and start getting a little 
money back. When you figure that a bull dozer costs $21,000, a loader 
costs $9,000, it doesn’t take much to run up quite a bit of an account. 
These bills have to be paid. 

Mr. Hosmer. You are asking for a 3-year extension beyond 1956? 

Mr. Wrsotowsky. Yes, and a doubling of the units at the depot. 

Mr. Hosmer. In connection with that range of the program we have, 
of course, some concern with these programs as to the length of time, 
and it is very vital to you folks. That 5-year period on a program, if 
you can keep 5 years ahead, is that about the minimum that you would 
feel the industry needs ? 

Mr. Wesotowsky. That is absolutely the minimum. It should be 7 
years. That is what our Government gives the foreign producers in 
iong-term contracts. They give them 7 years. So we should at least 
have that consideration. I might add, too, about the access roads, we 
are having road problems. About 40 trucks a day are using the roads, 
and we need some access road money. 
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Mr. Hosmer. That is not the same place we were discussing this 
morning, is it? 

Mr. Wesotowsky. Yes, that is at Wenden. 

Mr. Hosmer. This morning? 

Mr. Weso.owsky. ‘That is a different place. We need the money at 
Wenden so the trucks can get into the depot. The roads are bad, 
they are mountain roads, and we need help there. 

Mr. Hosmer. Mr. George Blonsky? 

Please identify yourself for the record, sir. 


STATEMENT OF GEORGE BLONSKY, MANAGER, WOTHREE MINES, 
WILLIAMS TUNGSTEN MINES, KINGMAN, ARIZ. 


Mr. Bronsxy. My name is George B. Blonsky. I am manager of 
the Wothree Mines ‘which are preparing to operate the old Williams 
Tungsten Mines, 73 miles southeast of Kingman, Arizona, by dirt 
road. We are not asking for any dirt-road-improvement money, but 
we are interested in other things. 

Mr. Hosmer. You are talking about tungsten, are you? 

Mr. Bionsxy. Tungsten, yes. We are spending considerable money 
on preparing this old mine for operation. When you start operating 
a mine that was there for 50 years, and was operated only sporadically 
every 6 or 7 years, and operated 2 or 3 years, and shut down again, the 
stopes and tunnels, and all the supports and timbering, are very weak. 
When you start working again, you really have to spend money on it. 

We learned that all over again since last September. We have spent 
about $64,000 to answer this $64 question of why that mine did not 
make any profits before, and we feel that we know what was the mat- 
ter. The matter is that tricky metallurgy. I am talking about this 
because I think that a lot of tungsten miners have something in com- 
mon with me. There are a lot of tungsten mines that are small, the 
veins are narrow, the values are not too high. But the metallurgy 
is always a little bit difficult. Anybody can make 40 percent or 50 
percent concentrate if he has any kind of mill, but when he gets to try 
to produce 65 percent conce ntrate as the Government specifications de- 
mand for wolframite ore, then it is a different story with most of us. 
The specifications for purchase of tungsten ores were formed a long 
time ago, and they are very severe. They are specifications that were 
formed in peacetime. I do not believe that they. should be held to in 
our days of emergency, when the Government was not so long ago 
desperately trying to promote the tungsten business and the produc- 
tion of tungsten. 

If we were more reasonable about those specifications, if we had the 
market for, say 45 or 50 percent WO, wolframite, or scheelite, for 
that matter, I am positive there would be a lot more production, a lot 
more small miners that would be able to start and jolt Russia, and 
se a roll and couple of tables, and get a reasonable recovery and 

‘easonable production but would not be rable to produce 60 or 65 per- 
en concentrate. 

At Wenden in Arizona, we have a very successful manganese pro- 
gram, stockpiling and yurchasing. If that program could be extended 
to tungsten, it would be a great help. I know that my mine would 
have a lot of its troubles over right now, and I know that a lot of 

34876—b38——_31 
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smaller producers would. I am calling myself a producer, but I am 
not producing anything. I am getting ready to produce. We hav 
already spent very serious sums and intend to spend more. 

Little miners would not have any trouble selling 50 and 60 percent 
stuff to the Government at a reasonable price. At present we have t: 
sell that kind of material to private buyers who either have a milling 
facility to upgrade that concentrate or who ship it to some other cen 
tral station like Long Island, N. Y. They take all the cake and th: 
cream out of the profits on tungsten which, of course, makes it very 
tough for the small tungsten producer. 

I am working very diligently on the problem of upgrading right 
now. I have “people working in the Massachusetts Institute o! 
Technology on my problem. T have people working at Henderson, 
Nev. I have another man working here at Tucson, trying to help m« 
solve this problem. But I do know by now that to solve my upgrading 
problem I will have to spend very considerable sums of money. If I 
don’t do that, unless there is Wenden or some other Government low 
grade concentrate purchasing program, I would have to dispense with 
my concentrates at a considerable penalty to the private buyer who 
eventually would retreat it and collect the main part of the profit. 
That is the main part of my say. I want to be brief. 

I know there are a lot of other people who want to testify, so I will 
be brief. 

Mr. Hosmer. I think you gave a good, rounded-out review of your 
problem, Mr. Blonsky. I w ish to thank you very much. 

Is Mr. Edwin W. Mills present? Will you identify yourself for the 
record ? 


STATEMENT OF EDWIN W. MILLS, PRESIDENT, ARIZONA SMALL 
MINE OPERATORS ASSOCIATION 


Mr. Minis. Edwin W. Mills, mining engineer, State president, Ari- 
zona Small Mine Operators Association. 

Mr. Hosmer. If you can, speak as loudly as possible so that we can 
all hear. 

Mr. Miuts. I will give you my old Cambridge voice. 

Mr. Hosmer. You may proceed. 

Mr. Mitts. I was asked if 1 could say something regarding taxes 
and taxation. Of course, I am residing at a place called Salome, where 
she danced. We are not so busy out there as you are in the city, but 
we are interested in taxes, very much so, particularly the miners. 

We have a council there, and we have had as high as 50 members, 
which is pretty good for our region. Our mining in the old days, of 
course, out there was gold. Nobody was paying attention to man 
ganese or anything of that sort. But now, of course, our area has be- 
come a very important one in the matter of manganese mining. 

One thing that has come up that was suggested to me is that it might 
be a very wise thing for all the mining folks in the State to consider 
the matter of taxes, if there wouldn’t be some way to do the way they 
have done up in Canada in opening up new properties, that taxes 
would be withheld, say, for a certain period of time, and give them a 
chance to develop. Of course, as you know, supplies and all that sort 
of thing have gone up tre ‘mendously compared to what they were in 
the old days. ‘Only a few years ago miners were only getting from 
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$6 to $6.50 a day and now they are getting anywhere from $14 to $16 
a day. 

Our lumber for mining work used to cost around $20 a thousand 
board-feet. Now it runs from $100 to $130. Prices have all increased 
that way. 

Gold, of course, was one of our principal metals that was produced 
in the old days, when they had the burrows up there, taking it out, 
cycle-packing and then hauling it over to the river, the Colorado River, 
and taking it down to ship over to the different places. 

But those days are all gone. We had a very busy community out 
there until 1942, and it wasn’t so much the matter of taxes as it was 
that famous order L-208, which no gold miner will ever forget as long 
as he lives. That was the closing down of all gold-mining operations 
in the United States. When you stop to think, I had a friend from 
Ital y—— 

Mr. Hosmer. Mr. Mills, may I ask you, if you will, to confine your 
testimony to taxation / 

Mr. Miuts. Yes, sir; I will. I will do that. The taxes are a very 
important matter out there with all of us, because equipment costs 
labor costs, and so forth, have gone so high. And then the depletion 
matter should be taken into consideration along with taxes. 

Mr. Hosmer. What is your recommendation with relation to the 
depletion rate ? 

Mr. Mutts. I recommend that the depletion should be not less than 
20 or 25 percent a year. 

Mr. Hosmer. Would that apply to all metals, or the nonferrous 
minerals, or what ¢ 

Mr. Muus. For the present time, I would say particularly for the 
gold and silver and for these other metals. 

Mr. Hosmer, There are some metals that have a rate that high now, 
are there not, or at least some minerals? 

Mr. Mixts. I am not certain offhand. I can send in a little report 
later and maybe I will be able to give you the figure on that. 

But the main thing is the matter of taxes and taxation that have 
reached a point where it is a very serious matter of starting off and. 
opening up a new property or even an old property. Take 1 “old-time 
gold mine there where they took $7 million out, and there is more gold 
there. Just in relation to that, and this is a little off the subject, some 
day we are going to use the helicopter method of prospecting. That 
will be one of the greatest things that can happen, the same as they 
have done in the State of Missouri, for instance. We will open up 
new situations. But the taxes and the taxation are very, very im- 
portant to bringing about some solution. 

If we can follow up something along the line of what Canada has 
done to bring a tremendous amount of money into Canada for the 
promotion of Canadian mines, where they have been so successful, 
where you can bring in venture money, people who are willing to take 
a chance, instead of going to the SEC and being turned down, will 
invest. 

That should be a decision to be made by the man who has the money, 
and the people who have the power to grant it. 

Mr. Hosmer. Do you have any recommendations for the committee 
in relation to loss carryforwards and carrybacks ? 
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Mr. Miuts. For losses? 

Mr. Hosmer. Yes. 

Mr. Mitizs. Yes. All losses should be considered the same as they 
are with your income tax. You should be given credit for the loss. ] 
think that is the only fair thing to do. 

Mr. Hosmer. Do you have any questions? 

Mr. Htnvon. No, sir. 

Mr. Murer. No questions. 

Mr. Mixxs. I will send you ina short report on that. 


Mr. Hosmer. Mr. C. F. Weeks. Please identify yourself for the 
record, Mr. Weeks. 


STATEMENT OF C. F. WEEKS, CONSULTING ENGINEER, KINGMAN, 
ARIZ. 


Mr. Werks. I filed my report. I just want to make a few comments 
on the testimony that I have heard here. It will take me about a 
minute. 

Lam C. F. Weeks from Kingman, Ariz., consulting engineer. 1 am 
slated under the subject of taxation. I would like to make these two 
main points; that is, that we can control and support the small miner 
entirely in two ways: If we give him a supported market by tariff. 
The old way that started back in the time of George Washington and 


worked pretty g good all the time, let’s reinstate that. 

Now let’s do one other thing. We didn’t have an income tax when 
I started as a small-mine operator, and I never had any trouble, when 
[ had a good property, going to a capitalist and getting the money to 


get it going. Now I can have almost any kind of a proposition. If I 
yo to a man and he is already in the 70 percent income bracket, and I 
have $2 million in profit in sight as an operating profit, and I want him 
to invest a half million dollars in that wroperty to get that $2 million 
out, he can’t get his money back out of that proposition as of today. 

‘They say that in the oil industry, oil wells being of short duration and 
production, they give them a 2714 percent depletion. They say, “Well, 
we will give them that because they worked out rapidly, and so forth, 
so they mane more than these big mines that have these bodies that 
last 50 year 

Mr. Muurer. What depletion rate do you get? 

Mr. Weeks. Fifteen percent. Out of the 11 properties that I 
have operated in 35 years, the longest time I have ever been able to 
make a profit out of a property was 2 years. 

Mr. Murer. How many years did you have to spend getting it 
into operation so you could get a profit for 2 years! 

Mr. Weeks. All the way from 2 to 6 and in 1 case 8 years. 

When I made that, I made $50,000 in 1 year, after working 6 years. 
That $50,000 I made in that 1 year, if that isn’t capital gain, I never 
saw one. But that was regular income when I got down to the In- 
ternal Revenue Department. I call that rank injustice. All I want 
Congress to do is to make me an income-tax law that will give me 
an even break with the big copper companies and I will hold my own 
with them. I will go right along and make a decent living. I did 
before this tax situation developed. I know of 20 mines in the Mohave 
County that could be worked right now and should be if the venture 
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capital was available to sink deeper into ore that is in sight in the 
bottom. 

Mr. Murer. Are most of these mines owned by you men in your 
own names or in corporate names ? 

Mr. Weeks. For instance, I go in on a property such as the one 
here in Mohave County recently, and after 6 years of looking for it 
I found this one. We took out 50,000 tons of ore. It averaged $11 
a ton. We paid the owner $26,000 to apply on the purchase price. 
That was capital investment. We couldnt pay out that property. 
He wanted $100,000 for it. When we couldn’t operate any more at a 
profit we had to drop it. So we lost that $26,000 with no chance of 
ever getting it back. That was a loss that could never be applied 
against a capital gain. There is a situation. 

A small-mine operator first needs a sliding-scale depletion allow- 
ance which will make him equal with the big fellow. In other words, 
. a big company needs 15 oe ent when they are operating on a 50- 

ar basis, how is it that a 15 percent would be fair for the small 
mine operator that makes his profit in 1 or 2 years! Do you think 
that would be equitable? 

Mr. Hosmer. You need an extra corporation laying around to bail 
you out on a capital gains basis. 

Mr. Weeks. But we only have one property. The small operator 
doesn’t have 25 or 30 mines. That capital gains thing is just a joke. 
That is just something to talk about as far as the small mine operator 
is concerned. He doesn’t make it. You talk about the good, old 
American way, and we have heard quite a bit about it since this last 
election. I would like to see you do it. Here is how you can do it. 
I am putting it up to you fellows. Listen, we don’t want any bureaus 
telling us how to run our business. We want Congress, in the good, 
old-fashioned way, to sit down and scratch their heads until they 
find out how to make that income-tax law. You fellows have made 
more income-tax laws than any other law you ever made. You 
ought to know something about it by now. You take care of us 
fellows on that basis, and you will see what Paley said about there 
being no more ore around these United States will be all wet. 

Mr. Hosmer. We have had expressions about taxes around the 
country. 

Mr. Weeks. There will be plenty of digging if you fellows will 
allow the wealthy man to do a little speculating with a small mine 
operator and have a chance to get his profit, a chance to get a return 
in proportion to the risk. You go over here to Las Vegas and on a 
crap table, the house takes 4 peerne 

Mr. Hosmer. This is off the record. 

( Discussion off the record. ) 

Mr. Hosmer. Thank you very much, Mr. Weeks. 

Mr. Roger Kyle? Is Mr. Kyle present? Please identify yourself 
for the record. 


STATEMENT OF ROGER KYLE, KYLE ASBESTOS CO., GLOBE, ARIZ. 


Mr. Kyte. Roger Kyle, of Kyle Asbestos Co. 

Mr. Hosmer. You may ‘proceed. 

Mr. Kyte. Well, it is like this: I have been in the asbestos business 
for 20 years. For a long time we mined our asbestos and we couldn’t 
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sell it because it was coming in from foreign countries cheaper than 
we could mine it, and it was left out on the mine dump. Well, I had 
a little money and I scraped it together, and I built a mill and then I 
got a patent on it and saved all the low grades. I bought the other 
fellow’s fiber and put it in with mine and I shipped by carload lot. 
It costs $65 to ship in less than earload lot to New York, and I shipped 
for $15 by carload lot. I saved $50. That was my profit, and that 
gave the rest of them a market and helped me to get a shipment out 
sooner. 

But you are here to help us and to find out what we want and what 
we need, to help mining. We appreciate that. 

The stockpile in Globe has helped wonderfully. But about this 
depletion, just as this gentleman said, in ore it isa gamble. They dig 
a aoe and don’t know whether they are going to get anything. We 
dig a hole and don’t know whether they are going to get anything. 
You take a manufacturer. He has his draftsmen, blueprint men and 
everything, and his molds, and after everything is figured out he puts 
his profit on it and that is fixed. Well, they put us where we are in 
this gamble on mining. They put us on the same ratio of tax and 
depletion that they did the manufacturer, which is very unfair and 
unjust. There is another thing about this assessment work. We pay 
$100 a year rent, assessment work. One hundred dollars a year rent 
it is. We only have it for 1 year. You take a cattleman. He takes 
1) acres of this forest for a cow to graze on. He pays $2. And after 
+ years, he gets a deed on his land if he takes out a homestead. After 
5 years the forest gives him a patent. Or the United States Govern 
ment does, or gives him a deed to his land. 

All right. We don’t get any deed and our land costs us $100 a 
claim. And he pays a dollar for a claim. Twenty acres is a claim, 
of course, 40 acres is what it takes for a cow to graze on. He gets a 
hundred dollar yearling, and we dig a hole and maybe don’t find 
anything. There isn’t a prospector out of a hundred that finds any- 
thing. But these people that make these laws, they figure when you 
stick the pick down in the ground it comes up and it is gold. Tt is 
just like oil, it is a gamble. 

Mr. Hosmer. Are you asking for a 2714 percent rate the same as oil ? 

Mr. Kyue. Yes, sir. There i is just one other little thing now about 
this tax. These gentlemen were talking about this assessment work 
and this patent work. I say after 3 years you take up a homestead. 
You can get a deed to it, and start paying taxes on it. All right, a 
man can before he can have his mining claim patented, he has to ‘lo 
$500 worth or work on that claim before it is eligible to be patented, 
or equivalent to that much on a group of claims which would apply to 
one claim. After he did that for 5 years, why couldn’t he be given a 
deed to his property and start to pay tax on production ? 

Mr. Hosmer. In other words, you want to have the assessment work 
apply to that $500 total ? 

Mr. Kye. For 5 years. And then he has proved up on it. When 
it costs too much to have them patented, they don’t have them patented. 
After he spent the $500 on the claim, he is not going to go off and 
Jeaye it. You have to have 10 claims or mor e before you can interest 
a company in it. When he has spent that $500, do you think he is 
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just going to sit there and isn’t going to try to promote a deal? 
Everything is promotion, stores and everything else. 

Mr. Hosmer. What if he gets a patent and still can’t promote it? 

Mr. Kyur. All right. He never finds any ore. It is just like some 
of those old prospectors. They have a little house and a little garden, 
and they get so old they cannot do the assessment work any more. 
And some hobo comes along and says, “You can’t do the assessment 
work,” and he kicks him off. That was his home. Is that right? 

Mr. Murer. You are suggesting that the homestead law apply to 
these claims ¢ 

Mr. Kyte. Something like that. And put a tax on these claims. 
Have a district engineer to go out to the different districts and see 
that he has spent the equivalent of $500 on a claim. Then, if he spent 
that $500 on a claim, give him a deed to it, let him start paying taxes. 
This tax that he pays on all of his claims and the other man and this 
man will go to pay for a district engineer or someone to go out and 
see that he has spent the $500 equivalent to a claim. 

Mr. Hosmer. Thank you very much. 

Mr. Kyzr. Thank you. 

Mr. Hosmer. Will you identify yourself for the record, Mr. 
Bradford. 


STATEMENT OF ROBERT BRADFORD, REGIONAL DIRECTOR, 
GENERAL SERVICES ADMINISTRATION 


Mr. Braprorp. I am Robert Bradford, the regional director of the 
General Services Administration for the southwestern States here. 

I would like to comment very briefly on the manganese program, 
on Mr. Stoval’s testimony, particularly. The domestic manganese pro- 
gram is a 5-year program and it started in the middle of 1951, but 
the Wenden Depot did not open until January of this year. I think 
it is only right that the program at Wenden be extended by 2 years, 
or so, as Mr. Stoval asked for it, and I think I can get that accom- 
plished through DMPA in Washington. 

[ am going to try it right away, and I will be glad to report bac *k 
to the committee as to how I come out on it. It won’t cost the Govern- 
ment any more, because there are 37 million units in that program 
which won’t be reached in the time period anyway. We have the 
money from Congress for the 37 million units. It is just extending 
the time so that the miners can put in their capital improvements and 
have a 5-year period. 

Mr. Hosmer. That is a very fine offer. I am sure the manganese 
men appreciate it greatly. We will be interested to know how you 
come out on it. 

Mr. Braprorp. I would like to leave, if ; may, the 4 certificates we 
use on the 4 domestic mining programs. I do that because this was 
called our postcard program when your committee was meeting last 
wellund in San Francisco. I want the counsel here to see that that 
is according to publications in the Federal Register and is entirely 
binding on the Government, not on the miners but on the Government. 





478 PROBLEMS IN THE METAL-MINING INDUSTRY 


(The material referred to follows :) 
GENERAL SERVICES ADMINISTRATION 
Reoton 9, ARIZONA, CALIFORNIA, NEVADA, AND TERRITORY OF HAWAII 
CERTIFICATE OF AUTHORIZATION, DOMESTIC ASBESTOS PROGRAM 
(December 28, 1952, 17 F. R. 11695) 


Number f Date: 
To: 

Your notice dated _..._._..._._--., indicating your desire to participate in th« 
domestic asbestos program and your undertaking to deliver nonferrous chrysotil 
asbestos produced in the State of Arizona to the Government has been received 
You are hereby authorized to deliver to the Government, in accordance with th« 
terms of the program, nonferrous chrysotile asbestos produced in the State of 
Arizona meeting the minimum specifications contained therein. Thirty days’ 
notice should be given to the Government with respect to deliveries under this 
program. 

Roserr B. Braprorp, Regional Director. 


GENERAL SERVICES ADMINISTRATION 
REGION 9, ARIZONA, CALIFORNIA, NEVADA, AND TERRITORY OF HAWAL 
CERTIFICATE OF AUTHORIZATION, DOMESTIC TUNGSTEN PROGRAM 


Ee ee Date: 
To: 

Your notice dated —__ Bich , indicating your willingness to participate ir 
the domestic tungsten program and your undertaking to prospect for or produce 
tungsten, has been received. You are hereby authorized to deliver to the Govern 
ment, in accordance with the terms of the program, tungsten concentrates meeting 
the specifications contained therein. Reasonable notice should be given to the 
Government with respect to the availability of any tungsten concentrates for 
inspection. 

toBeRT B. BraprorD, Regional Director. 


GENERAL SERVICES ADMINISTRATION 
REGION 9, ARIZONA, CALIFORNIA, NEVADA, AND TERRITORY OF HAWAII 
CERTIFICATION OF AUTHORIZATION 


DomeEsTIC MANGANESE PROGRAM 


Number _-_ Date 
To: 

Your notice dated —___ _, Stating that you have read the July 7, 1952 
regulation setting up the domestic manganese program and accept the terms 
and conditions, and further stating that you desire to participate in this program 
has been received. You are hereby authorized to make shipments to the Govern 
ment under this program. Reasonable notice should be given to the Government 
with respect to the availability of any manganese for inspection under this 
program. 


Ropert B. Braprorp, Regional Director 
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GENERAL SERVICES ADMINISTRATION—REGION 9 
49 4th Street, San Francisco 3, Calif. 
CERTIFICATE OF AUTHORIZATION 


DoMESTIC MANGANESE PROGRAM 
Number - “ Date 
To: 

Your notice dated —__-- , indicating your desire to participate in the 
domestic manganese program and deliver manganese ore to the Government 
Materials Purchase Depot at Wenden, Ariz., has been received. You are hereby 
authorized to deliver. to the Government, in accordance with the terms of the 
program, manganese ore meeting the minimum specifications contained therein. 
Reasonable notice should be given to the Wenden Materials Purchase Depot with 
respect to deliveries of ore. 

Rosert B. Braprorp, Regional Director. 


Mr. Mutrer. As a matter of fact, the entire manganese and tung- 
sten programs both can be extended so far as the period of time is 
concerned without costing the United States Government another 
dollar ? 

Mr. Braprorp. Yes, sir. And there is almost no hope in reaching 
the present number of units on the present program on either tungsten 
or manganese, 

Mr. Hosmer. Thank you. 

Mr. Robert J. Dalton? Please identify yourself. 


STATEMENT OF ROBERT J. DALTON, PRESIDENT, YUCCA MINING & 
MILLING CO., YUCCA, ARIZ. 


Mr. Dauron. I have a prepared statement here, Mr. Chairman. 
Mr. Hosmer. May we accept it? 

Mr. Dauron. Yes. 

(Mr. Dalton’s prepared statement follows :) 


TExT OF STATEMENT OF Ropert J. DALTON 


APRIL 30, 1953. 
The Honorable WILLiAM S. HILL, 
Chairman, House Committee on Smail Business, 
Phoeniz, Ariz. 

Mr. CHAIRMAN: I am the president and general manager of the Yucca Mining 
& Milling Co., Mohave County, Yucca, Ariz. We operate a copper-zine property 
and when operating at full capacity, we employ between 40 and 50 men, and 
mine and mill approximately 140 tons of ore per day. Our normal payroll 
averages about $20,000 per month and supplies cost another 12 to 15 thousand. 
Our operation was a considerable factor in the economy of the county. Today, 
we are virtually shut down. 

In March 1949, we started construction of our mill. At that time, copper was 
23% cents per pound and zinc 16% cents. Mine and mill labor was $8 to $10 
per day. In May both the price of copper and zine had started to fall off and 
before we had the mill finished in July the price of copper had dropped from 
23% cents to 16% cents, and zine from 1614 to 9% cents per pound. 

When the price of metals started up again in the spring of 1951, Korea was 
upon us, and our labor and supplies had increased to such an extent that, still 
there was no chance of making any money. In December of 1951, it was very 
apparent that because of economic conditions and Government controls, we 
would either have to have Government help or cease operating. After 4 months 
of negotiations with the DMPA in Washington, we finally received a contract 
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from the Government with a supported price that would allow us to operate, 
but at no profit, other than 2 cents per pound of copper produced in lieu of 
depreciation. Under the contract there was to be no profit on the zinc, lead, 
gold, and silver. 

The pertinent conditions in that contract were: 

1. The contract could be canceled by either party on 60 days’ notice. 

2. The contract was automatically canceled the date that ceiling prices were 
removed 

In other words we had to operate a mine on 1 day’s notice and plan accordingly 
This was not all—any reduction in costs whether by improvement in operating 
efficiency, purchase of additional capital equipment, increased metal recovery, 
or any other method of increasing the profit, was for the account of the Govern- 
ment and we could accrue no part of it. We were to be allowed the 2 cents per 
pound of copper produced and that was all. That was the reason for the 60-day 
cancellation clause. 

All during this period the price of foreign copper was above the contract 
price we were receiving from the Government, and the whole industry was in 
short supply. 

Ceiling prices went off on February 25 and our contract was canceled. Our 
financial condition today is about the same as when we applied for the contract, 
und we now have 30,000 tons less ore. 

At the time we made the application for our contract with DMPA we also 
made an application for a loan of $50,000 to be used as operating capital. 

The DMPA finally decided that they could not make the loan, and somewhere, 
somehow, in the maze of Government policymaking, it was decided that the 
RFC would handle all DMPA loans, when recommended by DMPA. 

The DMPA, on the basis of our audited accounts, an analysis of our operating 
history, and Government engineers’ examinations of our property made a recom 
mendation to the RFC that the loan be made. (I have never seen the rec 
ommendation and do not know what it contained. ) 

In October of 1952, 9 months after the application, we were notified by the 
RFC that the loan had been authorized. As a matter of fact, I read it in the 
trade publications as a consummated fact, before I had received any word from 
the RFC, 

To the public, we had the $50,000 and the RFC had fulfilled its function. 

However, as of today, we do not have the money and under the circumstances 
we have no use for it. 

I have here the file of negotiations for the RFC loan. 

I am not going to bore you with the futile correspondence that various people 
in the employ of RFC were paid to write. 

Let me quickly sum up the conditions for the loan. 

For a loan of $50,000, we wefe to give: 

1. A first mortgage on all of our assets, which included approximately 100,000 
tons of indicated ore, and 500,000 tons of inferred ore. 

2. A complete mining and milling plant which had a book value of $111,000 
The original cost of which was $148,000. 

3. A warehouse inventory of supplies and equipment of $30,000. 

4. Approximately $10,000 of unencumbered cash. 

Our only liabilities were those to our stockholders. 

To all of the above, we agreed. But that was not enough. In addition the 
RFC evidently investigated the financial condition of a few of our stockholders 
and required that each of five selected stockholders personally guarantee the 
$50,000. 

We were supposed to take that same collateral to a bank and have the bank 
refuse to make the loan, before the RFC would consider it. It is quite obvious 
that the RFC had no intention of making this particular loan. 

I have here, a letter from the executive vice president, Mr. John A. Long of 
Photo Switch, Inc., who were the recipients of an RFC loan to establish an earn- 
ing record, which would permit private financing. I would like to know the terms 
under which this loan was made. I believe, as chairman of the Small Business 
Committee, you may be able to uncover a condition that would be of benefit to 
the small mine operator. I say, “small operator’ because I don’t believe a select 
group of stockholders in Magma Copper Co. or Copper Range, each personally 
guaranteed $95 million and $157 million respectively, which I understand is the 
amount that has been loaned these companies. I may be a few millions off on 
those figures, 
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We also have a $59,470 exploration contract with the DMEA under which 
the Government was to loan us half the cost of the contract. To date, we have 
performed $10,000 worth of work and for various reasons, we have only received 
$1,840 from the Government. 

At the present time, the work is at a standstill, because we have encountered 
a fault underground, and until now, the procedure to get started again has been so 
involved, that as of today, it has not been untangled. Here is an example of 
what happens when a contingency occurs. When we encountered the fault, we 
notified the Bureau of Mines office in Tucson, by telephone. They informed us 
that they would send a man out. Since we had an operating organization, we 
proceeded with crosscutting. We had to do something. 

About a week later, an engineer of the United States Bureau of Mines, DMEA 
staff came out and inspected the situation. He gave his personal opinion that 
under the circumstances, and with the information available, he would do the 
same thing as we were doing. However, he could not approve of, or say that 
the Government would contribute their share of the work, but that he could 
take the information to Tucson and try to arrive at a decision. In the meantime, 
our costs ran merrily on. Sometime later, not having heard from Tucson, I called 
Mr. Storms, chief of the Division on the telephone. Mr. Storms advised me that 
he was not yet familiar with the details, but would become so, and would advise 
me. Keep in mind, that all this time, we had an operating crew and of necessity, 
we had to keep working. Lacking any better ideas, we went ahead with the 
work as we thought best. On October 7, we received a letter from Mr. Storms. 


UNITED STATES DEPARTMENT OF THE INTERIOR, BUREAU OF MINES 


Copy 
Mining Division Tucson, Arizona 
Region IV October 7, 1952 
Arizona-New Mexico Branch Air Mail 
Box 4097 
University Sta. Re DMEA Docket 527X 
Contract IDM E2382 
Antler Copper Mine 
Mohave County, Ariz 
Mr. R. J. DALTON, 
President, Yucca Mining & Milling Co. 

My Dear Mr. DALTON: In answer to your telephone call of yesterday, asking if 
the crosscuts you are driving from the southwest drift on the fifth level of the 
Antler mine would be allowed under the contract, it seems to us that it is per- 
missible to drive these crosscuts in order to pick up the vein again on the south 
side of the fault. Our Mr. L. L. Farnham inspected your property last week and 
believes that such crosscuts are necessary. However, we cannot be certain that 
the executive officer of the DMEA field team in Denver will approve such an 
expenditure of contract funds as the terms of the contract must be followed very 
closely before the DMEA disbursing oflicer will certify the accounts for 
payment. 

Sincerely yours, 
Water R. Storms, 
Chief, Arizona-New Mevico Branch, Mining Division, Region IV. 


From that, it would appear that the disbursing officer, is the final judge of the 
geological conditions and the final arbiter of what shall be done. So far, we 
haven't been able to get the disbursing officer underground. 

You will note that a week had transpired from the time of Mr. Farnums visit 
and the date of the letter. I don’t know what we were supposed to do with 
the help during this period. But I do know they had to be paid. 

I have gone over our history, and cited these instances and conditions because 
I believe they are the best that can be obtained under Government administration 
and control. 

It was originally my intention not to appear at this meeting, because I had 
nothing constructive to contribute, except a plea or a demand for more aid from 
the Government. Having been the recipient of virtually every form of Gov- 
ernment aid available to an operation in our category, and having devoted 
most of my time and energies in the past 2 years in conniving, and I use the 
word knowingly, to get it, I am thoroughly convinced that that is not the course 
to pursue. The end is neither profit nor pride but frustration and disgust. 
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The record is loaded with the futile efforts of the small miner to secure profit 
able aid from the Government, and I, for one, want no more of it. 

I think the work of the United States Geological Survey and the Bureau of 
Mines, in the field for which they were created, have been, and can continue t 
be, of tremendous value to our economic growth, provided they continue to fun 
tion in the field for which they were created. But, to make them the board of 
directors and managers of our private enterprise with no responsibility for the 
payroll is the biggest mistake we could possibly make. 

There are fields in our mineral supply that are in the province of Government 
supervision and control, such as uranium, because they involve our immediate 
national safety. These types of projects, of necessity, are, and should be, of 
national concern and should be administered from a Federal Department of 
Mineral Resources of Cabinet level. (Baring bill H. R. 5964, 82d Cong.) 

What I have to say, may not even come in the category that it should be 
said at this meeting. However, I feel that if there is a solution to the problems 
of the small operators and the preservation of a healthy domestic mining in 
dustry, it should be presented for what it is worth. I believe that the data I am 
about to present and the recommendations I am about to make, if properly sup 
ported by our segment of the mining industry, that we can get the job done to 
the ultimate benefit to all segments of the industry and the well-being of our 
national economy. 

The instances of so-called Government support I have cited are general wit! 
the small operator, and we must take the necessary steps to correct them. The 
issues have been so clouded with resulting causes that first we must clear th 
air and get at the fundamental reasons for our predicament. 

It is an irrefutable fact, that this Nation did not become what it is today by 
pursuing a policy of maximum importation of raw materials. 

We are where we are because we had, and developed, our own natural re 
sources. 

If that premise is correct, then legislation shouid be enforced or enacted 
that will foster the development and exploitation of American resources. If 
you, Mr. Chairman, accept that premise, it is obligatory that you actively suy 
port the recommendations of the national lead and zinc committees presented at 
the Colorado Mining Association Convention in Denver, Colo., in February of 
this year for the sliding-scale stabilization import tax on lead and zine. This 
recommendation is the only recommendation that has been made in recent 
years upon which the mining industry was unified in its support. The day that 
tax goes into effect, the Yucca Mining & Milling Co. will resume production. 1 
believe that legislation to this end has already been introduced. 

If that is the case, that legislation should be actively supported by everyone 
in the industry until it becomes law. In addition, legislation in the form of 
specific tax on imports of other metals that will provide a stable domestic en 
vironment in which to develop them must be actively supported. 

I note that Mr. Felix E. Wormser has been appointed Assistant Secretary of 
the Interior. Mr. Wormser, for as long as I can remember, has been a leading 
advocate for the protection of our domestic mining industry by tariffs. 

In modern civilization, there are just two fundamental pursuits—mining and 
agriculture. Everything else is totally dependent upon these two activities 
From the standpoint of national safety, we should no more jeopardize our domes 
tic metal supply than our food supply. This issue has been clouded with propa 
ganda and personal axes to grind until, if one does not clear away the side issues 
we are inspecting the trees rather than the forest. 

If we are ever to have a healthy domestic mining industry, the industry itself 
must be united with a common objective. 

Our major ills in the metal industry today are brought abont by powerful 
interests who have their money invested in foreign properties, and their well- 
being is dependent upon the preservation of the American market for their foreign 
production. That is the ax that is being ground, and those are the people who 
have and will oppose any measures that will bolster our domestic industry. As 
concrete proof of that contention, I offer the following : 

In the Defense Production Act of 1950 it was the expressed intent of Congress 
that everything be done to foster a healthy domestic mining industry. In the 
wording of the act they created positions and commissions to do this. The effort 
was effectively blocked by Mr. Fred Searles, Jr., president of Newmont Mining 
Corp., who was appointed and accepted the position of mining adviser to Charles 
FE. Wilson, who was Mobilization Director at that time. 

When he took the office he was pledged to carry out the mandate of Congress 
I have here.two extracts from the Congressional Record, first : 
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“PROCEEDINGS AND DEBATES OF THE EIGHTY-SECOND CONGRESS, First Session 
“Way Can’r DMA Make Minine Loans? 
“Wo StyMIzep THE PROGRAM? 


“SpEECH OF Hon. CLINTON P, ANDERSON, OF NEW MExIco, IN THE SENATE OF THE 
Unitrep Srates, THurspDAY, Jury 5, 1951” 


I am now reading the final summation of Senator Anderson’s speech : 

“Mr. President, I bring these matters to the attention of the Senate because I 
believe that the President of the United States, the Secretary of the Interior, 
and the Director of the Defense Minerals Administration are anxious to see the 
mandates of Congress carried out to the fullest extent and to have loans and 
grants which will encourage and stimulate production of minerals made to those 
who are engaged in the mining industry. It is apparent from the record that 
these executives of our Government are anxious to see exploration and ¢ evelop- 
ment work done and contracts entered into, so that the safety and security of 
our country can be made possible through increased production of minerals within 
our borders. Criticism coming from the mining districts is justified, however, 
because the program is not working and has not worked. In my opinion, the 
responsibility of these delays should be largely placed upon the obstructionist 
policies of one Fred Searles, Jr. 

“Mr. President, I hope that with the elimination of Mr. Fred Searles, Jr., from 
Government service this program will be speeded‘up and those in charge of it 
will see that the mining industry and those engaged in the production of minerals 
are promptly given the benefit of the provisions of the existing law.” 

In addition, | also have here, from the Congressional Record, titled: 


“CORRECTING THE RecorRD OF FRED SEARLES, JR. 


“ReMARKS OF Hon. CLATR ENGLE, OF CALIFORNIA, IN THE HOUSE OF 
REPRESENTATIVES, TUESDAY, May 15, 1951 


I am now reading the final paragraph of Congressman Engle’s remarks: 


“An indicated earlier in this statement, I do not charge that Mr. Searles 
improperly lobbied or influenced the approval of that contract or, for that 
matter, that the contract is not a good one and in the interests of the Govern- 
ment. I do not know about that. But I do say that the fact that the Newmont 
Mining Corp. has secured a contract containing the subsidy principle does 
discredit the good faith of the argument made by its president, Mr Searles, 
against the application of the subsidy principle for the benefit of the competitors 
of his company here in the United States. In short, Mr. Searles, the president 
of the company, is arguing that Government subsidies are not good for the 
mining industry and should not be allowed; that no loans should be made to 
help in exploration and development of the mining industry as is done for other 
segments of American industry; but at the same time the Newmont Mining 
Corp. has been the beneficiary of generous treatment by the government in 
South Africa by our own Government in its operations in north Africa, and 
is currently the beneficiary of a subsidy-type contract approved by the Defense 
Minerals Administration. 

“In conclusion, then, I think it is very clear that Mr. Searles has not only 
advocated policies which are contrary to the clear mandate of Congress but, 
while arguing against those policies, has himself through his own company 
been the beneficiary of the type of financial assistance from the Government 
which he opposes for everyone else. For those reasons I felt justified as I did 
on April 4, 1951, in demanding that Mr. Searles resign or be dismissed. No 
injustice was done Mr. Searles and he properly resigned his position.” 

It is quite obvious that Mr. Searles effectively made a monkey of the Congress 
of the United States and blocked the program. 

I bring these things to your attention about Mr. Searles, not because I want 
to castigate Mr. Searles, much as I think he needs it, but only to emphasize 
the point that I have already made and that is that these are the powerful 
forces that are at work to defeat any program for a healthy domestic mining 
industry. I do not believe that we, as small operators, can take on this kind 
of an adversary and accomplish anything. I have no quarrel with big business, 
In fact, that is the very thing all of us are trying to do—get bigger, because in 
bigness there is permanency and national safety. 
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I believe the only way we can unite the industry and enlist the aid of thos 
whose interests are opposed to ours, and at the same time obtain our ow 
objectives, is to make it profitable for them to invest their money in the United 
States. 

In order to do this, and if the mining industry is ever to be the factor in ou 
economic progress that it has been in the past, the stigma that has been attached 
to the word “profit” must be removed. 

Profit is what makes the wheels go round and the source of all revenue for 
our national expense. 

Labor and capital relations are such that the distribution of profits is nov 
more equitable than it has ever been, and is a domestic problem which ha 
always been worked out. Profits provide jobs. If there are no profits there ar: 
no jobs, except working for the Government. 

The fact that mining is a risky business is well recognized. Especially by thi 
banks. It is difficult enough to borrow money on metal, let alone ore in th 
ground. ‘hat we should have a healthy mining industry is also well recognized 
That we can have a good, healthy domestic mining industry many of us are 
agreed—and even in the face of the Paley report we can have one that is not 
as sick as ours. ‘This can be done by making the returns on an investment « 
mensurate with the risk 

Today, a bonanza couldn't pay off or justify the risk, because of taxes. As 
practicing mining engineer, I will frankly state: I do not know how to evaluat 
an ore body or potential producer. Taxes and Government regulations are tl 
governing factor, and they are in a continual state of flux. I know of no o1 
today who is familiar with the facts that is even remotely interested in investi 
in a mining venture, other than the smelting companies, who are already 
mitted to a smelter investment and must have the raw material to keep the 
operating, plus a few diehards like myself who still believe that a natural ré 
source is a desirable asset 

To accomplish this is not as difficult as it sounds, if we keep our eye on ou 
objective. We can do it easily and simply by the adoption of the Canadia 
mining laws with respect to taxation. The success of these laws is assured an 
we have the proof staring us in the face in the health and expansion of the 
Canadian mining industry. This is not new with me. The adoption of th 
laws was recommended to Congress by the National Resources Council abov 
oo years ago, 

If the Canadian laws, with respect to mine taxation, were in effect toda) 
this country, the domestic mining industry would have such a financial sh 
the arm it would be unbelievable. 

Every legimate mining prospect would be able to obtain the necessary financin 
without recourse to the Government, and the hills would be literally crawling 
with prospectors. To me, that is the solution to any have-not condition that m 
exist in this country, the Paley report notwithstanding 

We find England and Canada both cutting their taxes and increasing their 
revenue by the simple expedient of providing industry with an incentive to p 
duce, in the form of tax relief. 

If we can accomplish these two things: 

1, he enactment of the zinc-lead tariff as nroposed ; and 

2. The adoption of the Canadian mining laws with respect to taxation, wheels 
will begin to turn, and the Yucca Mining & Milling Co. will resume onerations o! 
the firmest foundation it has ever had, and without Government assistance. 

I do not mean to skip over all the other problems of the small-mine operato 
such as marketing, smelting iancing, freight rates, and all the things he ha 
contend with. I say this: iat if a profit can be accrued, private capital wi 
always be available to support technical research, expansion, new plants, and t 
solution to our problems will come in the normal American way.” 

To those people who are more concerned with the welfare of Burope, and th¢ 
development of the backward areas of the world, I would say: “Let us set ou 
own house in order before we attempt anything else.” Therefore, we must let 
nothing interfere or divert this effort to rejuvenate the mining industry i 
America, and make it profitable for all segments of the American mining indus 
try to invest in America and promote the creation of new wealth at home 

If we can bring this condition about, virtually endless private capital w 
be available for our foreien friends, if we have any, but let me make this point 
clear: It is the responsibility of the underdeveloped areas of the world to make 
the conditions for investment of American capital a good investment rather than 
the responsibility of our own State Department. We should not shove our poli 


, fir 
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cies or our taxpayers’ money down a foreign throat. The result is making both 
of us sick. 

No other nation in the world, including our so-called allies has a foreign 
policy as stupid as ours. We have been led by a group of idealists, visionary 
people, who in turn have been guided by smart, special-interest groups, of which 
I spoke, who have inoculated the American people with internationalism as the 
final Utopia. They have had a virgin field to work in, because their ideas and 
programs have been financed with taxpayers’ money. They have succeeded in 
confusing the issues so thoroughly with dependent causes that we must clear 
the brush away and look for ourselves to find out where we are going. They are 
the ones who act on the assumption that we are a have-not nation, and who also 
believe the best way to conserve our resources is to leave them in the ground. 
They don’t know yet that most of our ore reserves have been obtained by operat- 
ing mines and that you cannot turn them on and off like a spigot 

I don’t think we should burden any legislator with operating our business 
or use them for special effects. Congress or our Government do not owe us a 
living. All they owe us is good government, and their efforts should be confined 
to that field. Let us not confuse them with small issues; let us be sure they 
thoroughly understand what we want and then demand that we get it. 

If we can accomplish the specific tasks which I have outlined, t 
question but that we will reach our objectives and have a healthy and active 
domestic mining industry, relatively free of opposed interests, bureaucratic and 
amateur control. 


here is no 


Mr. Hosmer. Are you ina position, Mr. Dalton, to give us informa- 
tion on metals of particular concern to you with relation to what por: 
tion of the United States consumption should come from domestic 
sources ¢ 

Mr. Darron. Well, I think every bit that we can possibly produce 
that is necessary for our own national safety in time of need should 
be developed right here. 

Mr. Hosmer. I mean do you have any specific figures or percent- 
ages or tonnages ¢ 

Mr. Daron. | think that, for instance, copper, 60 percent is being 
produced domestically and 40 percent imported. 

Mr. Hosmer. Do you think that is about the situation we should 
maintain ? 

Mr. Darron. No, sir. I think we should do everything to support 
an industry that is a basically economic industry, that we don’t have 
to compete with dumping processes from foreign countries. Have |] 
answered your question ? 

Mr. Hosmer. Well, I would judge that the extension of your answer 
is that we ought to produce 100 percent of it here. 

Mr. Darron. We should if we can. If we can economically, 
should. But we should always maintain a position that we are not 
entirely dependent upon : some foreign sources for our raw materials. 
And the healthier that industry is, of course the better off we are. 

A system set up, a stabi lization tax, escalator clause, where it is 
within a price range where, say, 80 or 90 percent of our material could 
be produe ed here, th: at import tax should be in that range. Then that 
will keep it out, and also kee *p a market for foreign material in case 
we need it. I don’t believe we should go to either extreme of keeping 
it all out and not having it available at any time. I think we would 
be jeopardizing our position if we did. 

However, we must have a protective environment, a healthy environ- 
ment, to foster the investment of capital in our domestic resources, 
If we are ever to have a healthy domestic mining industry, the indus- 
try itself must be united with a common objective. 
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Mr. Hosmer. Thank you very much. 

Mr. Darron. You are welcome. 

Mr. Hosmer. Has Mrs. Larson returned? You have filed a written 
statement but you wanted to add a brief oral statement on uranium. 
I believe. 

Will you step forward? 


STATEMENT OF ETHEL SCHELL LARSON, RED BLUFF MINE, GILA 
COUNTY, GLOBE, ARIZ. 


Mrs. Larson. I am Ethel Schell Larson, Red Bluff Mine, Gila 
County, Ariz. 

Mr. Hosmer. You may proceed. 

Mrs. Larson. Uranium miners in central Arizona, in order to ship 
ore, are forced to high grade their deposits because of freight rate, 
For example, the best rate from Globe, Ariz. based on ore valued at 
$20, or less, per ton, or 0.20 ore, which is the average grade delivered 
to the buying depots, amounts to more than 83 percent of the net re 
turn. The freight charges on 0.30 ore is in excess of 56 percent of the 
net return. ‘Those mines that are located within 100 miles of a receiv 
ing depot are able to include ore with a uranium content as low as 
49, along with their high grade ore, and in that manner can obtain 
an allowance for fre ight of $3 per pound. By contract, those who are 
located several hundred miles from the depot and whose freight rates 
are too high to ship lower grades are forced to ship 14 percent, receive 
only 60 cents per pound freight allowance, uranium. The buye1 
receives 14 percent ore for 45 cents less per pound that he pays for 3 
ore, and only 5 cents per pound more than for 149 ore, near the 100-mile 
limit. 

The treatment plant needs % of the tonnage to make the same 
recovery. The railroad also collects an additional $2 per ton on the 
14 percent ore. 

One example is the Red Bluff mine. The ore in the deposits that 
will run 1% percent are limited and can only be mined at a much highe: 
cost per ton. In order to mine 1 ton of 14 percent ore, at least 2 tons 
of 0.15 must be broken, and that will not pay the freight. Therefore, 
the operator is faced with the problem of either giving the ore away, 
or sorting and stockpiling it, hoping that it may be worth something 
at some future date. This discovery and several others were made 
on 3 years ago and for the past 18 months intensive efforts have been 
made to find a feasible market without success. We believe it is 
evident from the above facts that uranium cannot be profitably mined 
in this area under the present marketing setup, and the existing con 
litions tend to discourage the development of uranium property. 

No general development can be done without the assurance of a 
market. The figures I have given you are in reference to AEC’: 
circular 5, which is for carnotite ore on the plateau area which has its 
freight paid. 

Mr. Hosmer. Thank you very much. 

Mrs. Larson. Thank you. 

Mr. Hosmer. Mr. R. B. Lyttle. Please identify vourself for the 


record. 
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STATEMENT OF R. B. LYTTLE, BLEW JORDAN MINE, LOS ANGELES, 
CALIF. 


Mr. Lyrrie. I am R. B. Lyttle. I am a mining claim owner. 

Mr. Hosmer. Do you have a written statement 

Mr. Lytrie. I have, and I want to turn it in with all the data to 
bear it out. I would like to read a little bit of this, just the high spots. 

Mr. Hosmer. If you can keep it short, we will very much appreciate 
it. 

Mr. Lirrte. It is in regard to the application for a development 
loan and access road to a zinc-lead property. This is in San Ber- 
nardino County, Calif. 

Mr. Hosmer. Is this a specific application you have made and are 
having trouble with? 

Mr. Lyrrie. Yes, sir. 

Mr. Hosmer. In that case, I wil ask you if you will submit the 
writing to us, not for this record, but as a particular case for the 
Small Business Committee to go into for you. You see, as explained 
to one of the other gentlemen, this is a particular, special matter. It 
is not a legislative inquiry of any kind, but it is a problem that you 
have with the Government on a specific item. We will do our best to 
see that it gets taken care of. 

Mr. Lyrrie. I have already taken this up with Congressman Norris 
Poulson over a year ago. 

Mr. Muurer. Did he ever take it up with our committee 

Mr. Lytrie. I imagine he did. 

Mr. Mucrer. What if anything did he tell you about it? 

Mr. Lyrrte. Nothing. They asked for more reports on the pro- 
perty. 

Mr. Muurer. Who asked for the additional reports, the department 
or Mr. Poulson ? 

Mr. Lyrriez. No, the department. 

Mr. Mutter. I think the thing for you to do is, as the chairman 
suggests, leave that with us and let us go into it and find out just what 
is happening on it and do what we can with the department to help you. 

Mr. Lyrrix. Here is another thing. This property lays at an eleva- 
tion of 7,000 feet. The first loan they granted said that work must 
be done between the Ist of January and the Ist of April, at a time when 
there is 10 to 15 feet of snow on the property. 

Mr. Mutter. In other words, they said you could have the money 
provided you will use it when you can’t do any work. 

Mr. Lytriz. That is right. 

Mr. Hosmer. Mr. Lyttle, ] am going to ask you to submit that sep 
arately with a covering ome so it won’t get mixed up with this record. 
I can assure you that ‘the Small Business Committee of the C ongress 
has been established for the purpose of trying to give you the best help 
possible on the problem that you have. If it is possible to do anything, 
we will do it for you. 

Mr. Lyrrix. On top of that, they gave me the second loan that I 
didn’t ask for with the same time limits for it. 

Mr. Muurer., For the same period, with the snow on the ground ¢ 

Mr. Lytrre. That is right. 

Mr. Motrer. Let us inquire into the situation. 


34376—53 32 
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Mr. Lyrrie. On top of that, the loan was predicated on an access 
road, and that road was turned down by Mr. Riker in San Francisco, 
with a statement that the road was not necessary, although all the engi 
neers that examined it said it was necessary. 

Mr. Mouvrer. Did the man that turned it down offer to lend you a 
helicopter ? 

Mr. Hosmer. We will take care of it for you, if we may. 

Thank you, Mr. Lyttle. 

Mr. Lyrrie. Thank you, gentlemen. 

Mr. Hosmer, Lloyd C. White. Is Mr. White in the room ? 

Is Mr. John Slak in the room ? 

I guess we have more resistance than some of you do. 

Mr. O. H. Griggs. Mr. Griggs was going to talk to us on the gold 
problem. 

Mr. John Arant. Will you identify yourself for the committee, 
please? 


STATEMENT OF JOHN R. ARANT, ON BEHALF OF THE AMERICAN 
MINING CONGRESS, WASHINGTON, D. C. 


Mr. Arant. My name is John R. Arant, and I am appearing on 
behalf of the American Mining Congress of Washington, D. C. 

Mr. Hosmer. Do you have a written statement that you wish to 
submit ? 

Mr. Arant. Yes, Mr. Chairman. I will submit this written state 
ment, and I will confine my remarks. 

(Mr. Arant’s prepared statement follows :) 


ApriL 20, 1953 

My name is John R. Arant of Nevada and Washington, D.C. I am appearing 
here on behalf of the American Mining Congress, which is the national organiza 
tion of the mining industry of the United States and represents the great bulk 
of the output of the mineral and metal resource industries. Its membership 
aus you know, is composed not only of the larger mining companies but of a great 
number of small mining companies. 

It has been my privilege to attend the hearings conducted by your committee 
during the past week in Denver, San Francisco, and Spokane, and to observe th¢ 
open-m nded approach by the committee members to the problems discussed b 
the many witnesses who have appeared. 

Mr. Chairman, you and your committee deserve the highest praise and grati 
tude from the mining industry for your consideration and timely action in holding 
these hearings in the heart of western mining areas. In doing so, you have 
given the workers and small-mine operators the opportunity to place thei 
problems before the Congress of the United States in the most effective manner 
possible. It is hoped that the information you have obtained and which you 
will place before the appropriate congressional committees for their consider 
tion, will be such as to focus the attention of the administration upon the 
precarious position of our domestic mining industry today. 

The western division of the American Mining Congress adopted a declaration 
of poliey at its Denver convention in September of 1952, which expresses the 
views shared by members of the mining industry. The approach to the question 
of taxation in this policy declaration is simply that our existing Federal tax 
burdens must be substantially reduced if we are to maintain the system of 
private enterprise we are endeavoring to preserve. It is futile to expect funds 
to be invested, and especially in high risk enterprises such as mining, unless 
the investor has an opportunity to recover his capital and to receive a return 
commensurate with the risks he is taking. We commend the, Congress for the 

incere efforts it has made to remove many of the tax obstructions to discovery 
and development of new mineral resources and increased production from 
existing mines. 
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However, other measures are still needed to further remove the roadblocks 
to adequate incentive. As you have already had many of these tax problems 
discussed during these hearings, and as I do net wish to go into the technical 
aspects of these proposals, I would simply like to state that the American 
Mining Congress met with representatives of the Joint Committee on Internal 
Revenue Taxation and the Treasury Department on March 10 of this year, and 
presented 30 recommendations for changes in the internal revenue laws. Some 
of these recommendations are: (1) Adequate percentage depletion allowances ; 
(2) removal of the limitation on deduction of exploration expenditures; (3) 
definition of “net income from the the property” for purposes of percentage 
depletion; (4) a depletion allowance to individual stockholders; (5) elimination 
of the duplicate tax on dividends to stockholders; (6) deduction for percentage 
depletion and credits for dividends should not be denied either in the year of 
a net operating loss or in the year to which the loss is carried; (7) depreciation 
should be more fairly allowed, with realistic allowances to permit early recovery 
of inflated replacement costs; and (8) the excess-profits tax should be promptly 
repealed and its many inequities removed retroactively—it bears with particular 
severity on many smaller enterprises which do not have large invested capital 
nor an established earning base. It is hoped that the Congress will see fit to 
favorably consider these proposed changes in our revenue laws in order to further 
encourage the investment of capital, which is so vital to a vigorous mining 
industry. 

Wiih regard to our tariff policy, the American Mining Congress contends that 
experience has shown that our people should net be left dependent on foreign 
ore reserves as a source of supply in an emergency. We recommend, therefore, 
that Congress exercise its authority over tariffs to be administered for the wel 
fare of the American people and provide reasonable protection when needed 
against competition from low foreign wages and depreciated currencies. The 
American Mining Congress endorses the priniciple of a flexible tariff as pro- 
posed by the Trade Agreements Extension Act, H. R. 4294, recently introduced by 
Congressman Richard M. Simpson, and on which hearings are being held by the 
House Ways and Means Committee at the present time. It is recommended that 
this bill, providing for a sliding-scale duty on lead and zinc, be favorably ré 
ported and enacted by the Congress at the earliest possible date. Such a measure 
is urgently needed to preserve and stabilize this important branch of the mining 
industry. 

Mineral and metal production are dependent upon an adequate and steady 
flow of production materials and maintenance, repair and operating supplies 
For this reason, the American Mining Congress urges that any extension of the 
Defense Production Act includes recognition of the essentiality of mining ma 
chinery, repair parts and mine operating supplies to our national security and 
our economy, and that provision be made for adequate priority and allocation 
assistance for mining, and mining equipment manufacturers during the current 
mobilization program. This is necessary to maintain mine output and to meet 
mineral and metal expansion goals required for national security 

The American Mining Congress has long advocated that restoration of the 
gold standard, with gold and the dollar freely interchangeable at a fixed ration, 
would be a clearly defined objective of our Government Until this is accom 
plished, efforts to stop waste and extravagance and to check inflation are not 
likely to be fully effective. With the right to convert currency into gold, the 
power to enforce sound monetary practices would again be in the hands of the 
people, and extreme commitments against the future of the dollar would be 
discouraged. 

Our Nation has the financial strength and the power to take the first step 
toward reestablishing the gold standard as the monetary system of the world 
With recognition of the value of gold itself, as measured by its relation to prices, 
the ratio of gold and the dollar should be fixed at a natural level that could be 
maintained and that would provide a base to which the currencies of the world 
could gradually be related as their economies became adjusted. In accordance 
with these views, we urge: (1) That the gold standard be restored at the earliest 
practicable time; (2) That restrictions on the purchase, sale, and ownership of 
gold by American citizens be removed; and (3) That Congress fix the ratio at 
which the dollar and gold are to be made fully convertible and determine other 
technical procedures involved in the restoration of the gold standard, after re- 
ceiving the recommendation of a commission of its creation, to which men skilled 
in appraisal of the world’s potential gold supplies and competent in domestic 
and international finance and trade would be appointed. 
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At the same time, we wish to commend the Government for its realistic polic) 
concerning Federal acquisition of silver. This policy has a beneficial influence 
upon the base-metal mining industry, making possible the mining of complex ores, 
and also serves to provide a base for a portion of the Nation’s currency. 

The American Mining Congress has consistently urged the stockpiling of metals 
and minerals essential for defense and emergency needs. However, we believe 
the most efficient and economical procedure is to stockpile when output exceeds 
demand and that it is in the national interest to adjust or suspend stockpiling 
purchases during a period when critical shortage of metals causes dislocation 
of production in defense and essential industries. We therefore recommend a 
national policy of stockpiling strategic and critical materials on a permanent 
basis and the provision of adequate funds at all times for orderly purchase for 
possible emergency needs, and further, that no withdrawals from these per 
manept stockpiles be authorized except in a declared emergency when nationa 
defense and security clearly require release of a particular material. And it 
must always be remembered that our “base stockpile” is a vigorous mining in 
dustry, actually operating, with ample productive capacity and experienced work 
ing forces prepared to meet the challenge of any emergency. We learned this 
the “hard way” during two world wars, and we must not disregard these expen 
sive lessons. 

The American Mining Congress has been encouraged by the recent action 
of the Securities and Exchange Commission in revising its regulations covering 
small-mine financing. This has been a step in the right direction, but we 
believe there still remains room for improvement in these regulations. Ws 
firmly believe that the public must be protected from unscrupulous individuals 
and fraudulent promotions, but we must not scuttle the legitimate mining enter 
prise with unnecessary restrictions and delays. Once an investigation of 
particular operation is stated by the SEC, it should be processed immediate} 
If a prolonged delay is encountered, as happens in many instances today, a 
stigma is automatically placed upon the enterprise, as well as upon the officers 
of the company in question, 

It is recognized by the mining industry that there have been abuses of mining 
claim locations by other than legitimate mining interests. Fraudulent loca 
tions should be corrected by action of the Bureau of Land Management, but 
we believe that in the past there have been those in the Bureau of Land Man- 
agement and the United States Forest Service who have failed to enforce the 
laws in order to bring pressure on the Congress to drastically change our min 
ing laws. Over the years, the wisdom of Congress in passing these laws has 
been demonstrated. The mineral production of the United States has not only 
contributed in a very large measure to the national economy and national wel 
fare, but in time of war it has provided the sinews necessary to protect the 
safety of the Nation. The courts and our present judicial system have been 
found adequate to protect the public, through criminal prosecution and injunc- 
tive relief, against illegal and fraudulent appropriation of public property. This 
is illustrated by the vigorous prosecution of fraudulent mineral locators, timber 
locators, and usurpers of the public lands of all categories, by the Federal 
Government, whenever such fraud affected the activities of the Government 
itself. However, in instances where Government interests were not involved, 
the Bureau of Land Management has deliberately publicized the misuse of 
mining laws, rather than prosecute the trespassers. 

It is common knowledge that both the Bureau of Land Management and the 
United States Forest Service have advocated a leasing system for minerals, 
separating the surface from the mineral rights. The mining industry is un- 
alterably opposed to such a proposal and considers it as the first attempted step 
to socialize the industry. 

Another attempt at bureaucratic control over mining operations is contained 
in proposed legislation that would authorize Federal inspection of metal and 
nonmetallic mines and quarries. We contend that the safety of men in metal 
and nonmetallic mining operations is a primary responsibility of the mine opera- 
tor and labor-management safety committees and is a matter for State regu- 
lation. The various States having metal and nonmetallic mines and quarries 
within their borders today have active mine safety programs, as well as mine 
inspection laws that are adequately enforced. The proposal for Federal inspec- 
tion of such mines is just as socialistic as would be the idea of Federal safety 
inspection of each and every manufacturing operation in the United States. 

The prospector and small miner are basic to the economy and welfare of 
the country. Yon gentlemen have traveled over thousands of miles of the West 
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during the past week, and I am sure that you would be the first to say that 
the work of a lifetime and the personal sacrifice that is required to search 
this vast area for mineral deposits, warrant the greatest possible encourge- 
ment from all who benefit from the products of our mining industry. The 
incentive for prospectors and small mining concerns must be expanded in every 
way possible, as their activities are the source of new mine discoveries of con 
sequence. And our national security requires a mineral self-sufficiency that 
depends upon domestic ore reserves and a healthy, going industry, manned by 
skilled employees, rather than upon undependable foreign sources. Our greatest 
advantage and protection during this time of hot and cold wars is our industrial 
strength, which will never be greater than our capacity to produce minerals. 

Thank you. 

Mr. Arant. I will confine my remarks to the reason I think we have 
been gathered here. I have been privileged and have also had the 
pleasure of appearing at the other hearings that were held by this 
committee at Denver, San Francisco, and Spokane. I wish to compli- 
ment the committee members on their very openminded approach to 
the problem. 

[I think it should be made a matter of record, though, because I have 
witnessed many committee hearings and must say that this one has 
been conducted very well. 

The point that I should bring out, and I am expressing the views 
of the American Mining Congress in saying this, is that the hearings 
have lead me to believe that the sliding-scale tariff must be enacted if 
the domestic mining industry in this country is going to live. We have 
all heard today of the m: uy reasons be hind a tariff and the fact that 
it boils down to a form of protection from northern manipulation of 
our market. The American Mining Congress, which is by the way the 
national organization for the mining industry, and which is also com- 
posed of the larger mining companies as well as the small operators, 
firmly believes that this sliding-seale tariff is a must. IL heard men- 
tioned today by one of the operators who owns foreign operations 
that he believes it is a must. In Spok: ine I heard operators in that 
area who also had operations in Canada and by a tariff their foreign 
operations would suffer to some extent—very emphatically declare it 
was a must to have a sliding-scale tariff. 

It is needless to say any more. The time is short. Any relief that 
is forthcoming must be realized at the earliest possible date., That is 
all I have, Mr. Chairman. 

Mr. Hosmer. Mr. Multer? 

Mr. Murer. No, thank you, Mr. Arant. 

Mr. Hosmer. Mr. Roger Manning. 


STATEMENT OF ROGER I. C. MANNING, DIRECTOR, ARIZONA 
DEPARTMENT OF MINERAL RESOURCES 


Mr. Mannine. I am Roger Manning, Director of the Department 
of Mineral Resources. I wish to file a written statement here. 
(Mr. Manning’s prepared statement follows:) 


STATEMENT TO THE COMMITTEE ON HEARINGS REGARDING PROBLEMS OF AMERICAN 
SMALL BUSINESS 
STATE OF ARIZONA, 
DEPARTMENT OF MINERAL RESOURCES, 
Phoeniz, Ariz., April 29, 1958. 
I have been listening to the statements of mine operators and prospectors as a 
member of the department of mineral resources for a number of years and 
submit the following as some of the problems that appear to exist as of today: 
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MINING LAWS 


I would suggest the following changes: 

1. Recording of location and annual assessment work with both the county 
recorder and some Federal agency, preferably the Bureau of Land Management, 
should be required, together with the amount and type of work performed and 
the name of the party or parties doing this work. 

2. The amount of assessment work presently required should be doubled. 

3. Mining claims should be tied in with the public land survey wherever feasible 
and in every instance sufficient information should be furnished to enable the 
location to be plotted on a map with reasonable accuracy. 

t+. On placer claims, location work should be required on each 20 acres and 
the annual assessment work should be required in the same manner on 20 acres as 
on lode claims. 

5. The multiple use of surface rights by various groups on mining claims 
should be eliminated. An effort should be made to clarify titles to mineral rights, 
especially in instances where the State owns the surface rights and the Federal 
Government retains the mineral rights, thereby creating an almost impossible 
situation for anyone trying to mine. 


MANGANESE 


Many beneficial changes have been made by the General Services Administra- 
tion and others are in progress; and although the present manganese situation 
in the State leaves much to be desired, it is felt that the program is of great bene 
fit to the miners. However, I would like to suggest, that due consideration b« 
given to the beneficiation of the ores now stored at Wenden and those that will be 
stored in the future in order that this manganese may be moved into industry ; 
and if at all possible, the Wenden Station and others be permitted to maintain a 
stockpile equal to the present authorized purchase program. This will create a 
manganese industry within the State, rather than a temporary situation of re 
lief to miners. 


FEDERAL 


It is recommended that due consideration be given to clarification of the 


situation as it presently exists whereby small mine operators are forced to dea 
with several governmental agencies; many of which have little or no working 
knowledge of the subject handled by the others. More coordination of activities 
is certainly to be desired, and I cannot recommend too strongly that all gover 
mental agencies dealing with the mining situation be grouped in one department, 
preferably with Cabinet rank. 

Wherever possible, the Congress should write laws setting forth definitely 
their intent rather than leaving the interpretation of the laws to the various 
bureaus. 

In the granting of governmental contracts, whether expressed or implied, a 
guaranty to the producer of a sufficient rate of return to enable him to make an 
attractive profit, or at least break even, should be incorporated in the contract 
The Internal Revenue should be consulted in all contracts wherever possible in 
order that a depreciation schedule could be set up commensurate with the life of 
the contract. Some consideration should be given to tax relief for new mining 
properties until they are on a paying basis and have returned to the owners a 
reasonable amount of their investment. 

Respectfully submitted. 

R. I. C. MANNING, 
Director, Arizona Department of Mineral Resources. 


Mr. Mutrer. That is the Arizona State Department of Mineral 
Resources ¢ 

Mr. Manntina. Yes, sir. And a brief statement of the lead and zinc 
resources as it pertains to the State. 
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(Data submitted by Mr. Manning follow :) 


Arizona lead-zine status as of Apr. 1, 1953 


Lost annual 
Name District production, 
tons 


Men laid 


off Present status 


A pril Sess a6 Tombstone 
Ben Hur 


Burney Oracle 
Empire 

Gallagher 

Iron Cap Aravaipa 


St. Anthony liger 
Pride of the West Patagonia 
San Juan Tombstone 
Santa Anita do 
San Xavier (Eagle | Tucson 
Pitcher). 
Shannon Tombstone 
1 Juana do 
Compadre Nogales 
Duquesne Patagonia 
Estella Louise Tueson 
Kansas Patagonia 
Holland do 
B.S. and K Silver Bell 
Bodie Prescott 
Boston-Arizona Skull Valley 
Freneh Lily. | Cleator 
Copper King Bagdad Le 
Old Dick do 24, 3 | Dev 
onl 
Cash... Prescott __- ; Closed 
Silver Flake do 
New Strike do 
Oro Flame : do 
United Verde__- Jerome 
Summit Kingman 
De La Fountaine do 
Antlers d Yucca 
Ccpper World Yueca 
Chempion 
Diplomat 
Fountain Head 
Detroit 
Castle Dome 
Red Cloud 


NANNSSNSNTTNS 


Total 


1 Figuring this ore to average 10 percent zinc and 5 percent lead this would meat 
zinc and 27,708 tons of lead. 
2? Development. 


Source: Arizona Department of Mineral Resources, Phoenix, Ariz. 


Lost production for this group due to curtailment, 2,000 tons of 5-percent lead 
ore, 30,000 tons of 10-percent zinc, etc. (100 tons of metallic lead and 3,000 tons 
of metallic zinc). 

Practically all of the mines that are in a position to shut down without sustain- 
ing a great loss have done so and those that have remained open are probably 
doing so at a loss. The only major producer now being the Iron King mine at 
Humboldt which is reported to be considering cessation of activities. The pres- 
ent price of lead and zinc has discouraged development and repair and construc- 
tion of surface equipment. It is generally felt that unless there is an increase 
in the price of lead and zine in the near future all of the lead-zinc producers 
in the State will close down both as to the production of ore and the development 
of reserves. A few exploration projects are now being carried on through DMEA 
contracts. 


Mr. Mutter. In the main, does it pertain to the matters you heard 
here today? 

Mr. Mannina. Yes. That is the number of men laid off, number of 
mines closed. 
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Mr. Hosmer. Do you have any further testimony you wish to add? 

Mr. Mannrne. I think that testimony has been pretty well covered. 
I was going to sum it up in the event enough of them didn’t show 
up. But I think you heard enough of the problems. 

Mr. Hosmer. Let me say again that we will welcome any additional 
information you will consider proper for the committee to consider, jf 
you will get it in to us within a reasonable time. 

Mr. Hinton. Are these the official State figures? 

Mr. Mannina. Yes, from the department of mineral resources, 
They were gathered by our field representatives. 

Mr. Hinton. And they are endorsed by the State? 

Mr. Mannine. Yes, sir. 

Mr. Mosmer. Thank you, Mr. Manning. 

Mr. Charles F. Willis. Please identify yourself for the record. 


STATEMENT OF CHARLES F. WILLIS, STATE SECRETARY, ARIZONA 
SMALL MINES OPERATORS ASSOCIATION, PHOENIX, ARIZ. 


Mr. Witiis. My name is Charles F. Willis. I am the State secre 
tary of the Arizona Small Mines Operators Association. I don’t 
have any prepared statement because I thought that 1 might come 
in on the end and cover to a considerable extent the whole field that 
had been covered and try to bring out some of the points that wer 
not brought out by the other witnesses, particularly as to the philoso 
phy in back of some of these things. 

The Small Mines Operators Association is an organization of abou 
3,800 members. It covers the State very, very completely, and 
works with the department of mineral resources in gathering data o1 
the State. Therefore, we are kept very well informed as to Stat 
conditions. Speaking for the small-mine operators, I don’t think 
that there is a thing that they would like better than to see a ret 
to the days of free enterprise, when we did things as we did th 
many years ago, had venture capital, had normal taxation, had freé 
dom from Government restrictions and all. But we haven’t got it a 
the present time. 

However, there seems to be a feeling that we have had very defi 
nitely a moving of our mining industry to foreign countries and 
lessening and lessening in this country. From the point of view 
national security it is a mighty important thing. We have in tl 
country the resources for just about eve rything that is wanted. The: 
are some things, true, that we are never going to find in this countr 
and which we cannot develop. But on the other hand there are thing 
that we can develop. When the time comes that we need them, they 
are not ready for production. I think we have a good example of 
that in the big copper mines, for instance, who have large ore bodi: 
already developed, and yet when the Government attempts to pul 
them into a program of production, even though they are all ready, 
all financed, all ready to go, it is going to take 2 years before they 
going to start to produce that copper. 

In your national-security picture, that is too long a time. It mig! 
prove to be an emergency. We were dependent upon Russia for oul 
manganese until Russia cut us off, and there is no telling who wi 
cut us off in the future when we are in need. I have here a map, for 
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instance, that I would like to leave with you. It shows the submarine 
sinkings during World War ILI. 

Mr. Hosmer. For the purpose of the record, what is this reproduc- 
tion from? 

Mr. Wiiuts. I think it is shown on it. 

Mr. Hosmer. It is a photostatic reproduction of page 66 of The 
Log, which is a publication of the United States Naval Academy. 

(The document referred to follows :) 


SoMe Ask WuHy We Neep More SuH1rs 


One of the costs of war is suggested by the accompanying map. For each 
black dot on the map records the approximate location of a merchant ship sunk 
by a German submarine during a 6-months period in 1942. Many men were on 
each of these ships and the vessels also carried metals and minerals vital to the 
war effort. Innumerable readers of this article were among those who were 
saved from some of the sinkings, but more were lost. So also, were tin from 
Bolivia, bauxite from Surinam, and copper from Chile, to name only a few. 

While there were ships to the number of 425 represented by the dots on the 
map, and these were not all American ships, the American losses totaled 6,764,000 
deadweight tons during the years of the war. Of this total, more than half, 
or 3,609,000 deadweight tons went down in 1942. It is estimated that the total 
losses of all the allied countries amounted to some 36 million deadweight tons 
and of these totals 29,482,000 tons were nontanker types and 7,100,000 tons were 
tankers. This 36 million-ton total is just about double the 18 million-ton total 
of the First World War. 


HOW LOST 


The report of the Chief of Transportation of the United States Army shows 
that 72 percent of all losses were by submarine, 9 percent were by aircraft, 5 
percent were by other enemy action such as mine fields and shore batteries, 3 
percent were by surface raiders and the remaining 11 percent were marine 
casualities due to traveling in convoy, congested harbors, and traveling without 
lights. Thus it will be obvious that the part which ships played in the carrying 
on and the winning of the war was not limited to the delivery of cargoes to war 
areas. The losses which the merchant marine suffered were certainly a factor 
to be recorded alongside of the losses of the armed services and they prove 
to be an important part of the national economic structure. 

It should be remembered that Germany, bordered only by interconnected seas 
joining the Atlantic Ocean, had no easy access to the Pacific Coast of the 
United States and there were no sinkings along that coast by German-based 
submarines. Various opinions have been expressed as to the possible reversal of 
this trend had the war with Germany lasted a little longer, during which the later 
type German submarines could have been made effective. © 


RUSSIAN PKOWLERS 


Today, however, Russian submarines, presumably based in Siberia, have been 
reported in many places along the Pacific coast. It may be presumed that these 
prowling vessels were taking water temperatures and recording sonar conditions 
It is assumed that Russia has available a much large submarine fleet than the 
United States has, and that many of the latest technological discoveries, of 
which reports have been written, are being incorporated in their fleets. 

The above figures on ship losses are almost beyond comprehension. That they 
are to be thought of in connection with American ship-construction figures will 
be noted when the tonnage of ships built during the war—gross tonnage, that is 
show figures which may in a general way be compared with those of the losses. 
For instance, the entire gross tonnage of ships laid down in American yards 
during the 20 years between the two wars totalled 3,115,000 gross tons. The 
American ships lost to German submarines during 1942 were 3,609,000 dead- 
weight tons. The tonnage of ships lost by the allied nations during the war years 
totaled 36 million tons deadweight, while the total of ship construction in all 
American yards during the war years was 38,633,000 tons gross. In the com- 
bined fleets of the world, deadweight tonnage compares with gross tonnage in 
the proportion of about 4 deadweight to 3 gtoss. As of last July, the American 





496 PROBLEMS IN THE METAL-MINING INDUSTRY 


merchant marine totaled some 26 million gross tons and 37% million deadweight 
tons. 


Those who argue that the merchant marine does not perform an important 
function in wartime should study the above figures. 

(Map not printed. ) 

Mr. Wiutuis. That shows the submarine sinkings. You will find on 
the Atlantic Seaboard and on the Gulf of Mexico tremendous short- 
ages of metals and a tremendous handicap during that war period be 
cause of the fact we did not get those metals and haven't gotten them. 
I think we all fully appreciate the philosophy of the President in his 
announcement of trade, not aid, with foreign countries. The philoso 
phy of that is that if the foreign countries are going to buy our manu 
factured goods, it means that in order to give them the money with 
which to buy, then we have to buy their production. 

And their products are raw materials. They forget that in the 
Eastern United States, that our public-land States in the West are all 
in the same position exactly as the foreign countries. If the people 
of Arizona are going to buy the manufactured goods of the Eastern 
United States, the only way in the world we can buy them is by a 
sale of that which we produce, and that is our raw materials. 

Therefore, we feel that there is a necessity for some equalization 
of costs between the costs of this country and the costs of the foreign 
countries. I don’t think that the mining industry is seeking tariffs 
from the point of view of protection or from the point of view of a 
subsidy, because the tariffs that have been asked for have only been 
tariffs sufficient to equalize the differences in the cost of production 
and, of course, the tremendous difference in cost of water transporta- 
tion from the foreign countries to the eastern manufacturing centers 
than what you get from the Western States by rail transportation. 
The point was brought up as to how that could be done, and that is 
by tariffs. Not tariffs for our protection but tariffs for equalization 
of competitive opportunity. That is as far as they could go. 

The question has been asked by you gentlemen several times today 
as to what should be the cutoff points on these various things. | 
don’t think anybody can answer that question intelligently for this 
reason: The cutoff point for 1 mine might be 15 cents, for another 
mine it might be 16-cents, and another mine might be 18 cents. There- 
fore, it is up to whoever figures that out to determine what produc 
tion is necessary or what production they want and they can set a 
figure that will bring out approximately the production. That cai 
be done by statistical analysis without a great deal of trouble. 

Mr. Mutter. May I interrupt you at that point? Just production 
alone might not solve this problem. I might produce a hundred tons 
of ore of a very low grade and you will produce a hundred tons of 
high grade. 

Mr. Wits. No, it is the whole picture. In other words, what is 
going to do it is the cost of production. That is, whatever figure you 
set there will be some mines who can live within it and some mines 
who cannot live within it. I don’t care what figure you set, or how 
you set it. There still would be some mines that could not exist under 
such a program. 

Mr. Murer. And to a very low-cost producing mine, it would 
prove a windfall. 
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Mr. Wiruts. It would prove a windfall which taxation would take 
away from them. 

Mr. Mvutrer. If we continue the excess-profits tax? 

Mr. Wuuus. I think there is a considerable likelihood that most 
of our taxes will be continued for some time. 

Mr. Motrer. We all hope you are wrong. 

Mr. Wits. I hope I am wrong, too. But on the other hand, what 
I mean to say is that one fellow will testify as to what it means to 
him, but nevertheless it is a figure that will have to be figured out 
from a scientific statistical viewpoint in order to determine what pro- 
duction you want to bring out of this country. 

Mr. Hosmer. Well, you are not saying that we should insure that 
the most submarginal mine would remain in operation; are you? 

Mr. Wits. No, not a bit. There are no limits. I mean there are 
no possible limits. In other words, whatever cutoff point you make is 
a more or less arbritrary cutoff point that will determine the situation 
for the larger majority of mines. 

Mr. Muurer. Let me interrupt you at that point again, please. Will 
the increasing of the rate of depletion for tax purposes help the small 
operator ¢ 

Mr. Wis. Yes, very definitely, and it would permit a lowering of 
the sliding-scale tariff. In other words, anything that reduces costs 
would do it. Taken as a whole, I don’t think the mine operators are 
looking for a subsidy program. As a matter of fact, | was very much 
interested in the testimony given by the members of the Mine, Mill, 
and Smelter Workers Union, urging you for greater unemployment 
benefits, and what they should be urging was for a greater number 
of jobs, which is far more important that larger unemployment 
benefits. 

Mr. Mutter. I think the situation throughout the country is the 

same, that the unemployment benefits today can’t keep a man and his 
family alive. We all agree that we shoul { give him a job, but in the 
absence of a job, if you are going to give him a benefit, let’s keep him 
alive. 

Mr. Wiis. What we can do is to give them a lot more jobs. 

Mr. Mutter. I agree with that. 

Mr. Wiis. It is perfectly possible, in our western States, to give 
them a lot more jobs. However, we do not approve their endorsement 
of the Murray premium price pi: un because the Murray premium price 
plan i 18 about. as near a socialistic ae or communistic proposi- 
tion, you might even put it, as you could get 

Mr. Mutrer. Don’t say that, because the members of both parties 
in Congress passed that bill. 

Mr. Wis. I know, and that may be all right. That was during a 
waremergency. This is a different period. 

Mr. Murer. Let’s not call names. Let’s talk about its merits or 
demerits. 

Mr. Wiut1s. I will tell you. The experience during the war was 
exactly this, that premiums were granted to certain mines, under cer- 
tain conditions, and it was granted to the mines that needed those 
premiums. It was granted on the individual basis, with the result 
that the individual mine was under the domination of some Govern- 
ment people to tell them when, how, and where they should do busi- 
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ness. That is exactly what does not suit the people of the United 
States. It is regimentation. 

Mr. Muurer. You see, what you are arguing against now is not th 
principle of the Murray bill but the bad administration, which takes 
administration of the mine out of the mine operators’ hands and puts 
it in the Government’s hands. That is bad. But if you can get good 
administration of that principle, you have something. 

Mr. Wiis. You have something if you can get good administra 
tion of the principle. But I think the mining industr y would rathe: 
see other more sound methods of subsidy than a subsidy to an individ 
ual mine, based upon their conditions. They may have bad manage 
ment themselves, the individual mine might have. 

Mr. Hosmer. You are speaking of subsidy here, some other subsidy 

Mr. Wiis. Tax pa a is a method, and your tariff methods. 

Mr. Hosmer. That is not subsidy as we generally understand it. 

Mr. Wiiuts. No; it is not subsidy, but it isan aid. But the premiun 
price plan is about the least desirable of any of the particular things 
ve have, that is, any possible incentive program. I do want to speak 
on the marketing program on which you have had some testimony. 
The trouble with the marketing program is this: The question is 
whether you want to build a stockpile or an industry. If you want 
to build a stockpile, you have buying for a certain short length of 
time that permits somebody who has it readily available to take it 
out and put it into a stockpile, and it lies on the ground, and maybe 
it is and maybe it is not going to be used. I think we have a beautiful 
example of the possibilities of that in this manganese stockpile at 
Wenden, which is a highly successful project. The »v have a stockpile 
there that has a program limited to buymg 6 million units of man 
ganese, and they put up a buying station of 400 tons a day. A survey 
of the possible manganese production of that area shows that ther 
is a peunibols production of about 1.275 tons a day. 

In other words, there is 875 tons on which there is no market. Now, 
the question is, Shall they run 2 or 3 shifts? Well, the GSA of Sai 
Francisco has recommended that they run 2 shifts and accommodate 
more people with that stockpile. However, in running 2 shifts that 
means that those 6 million units are going to be exhausted in half 
the time. Then the question comes, Shall I make the investment 
necessary to get out this production with half the life I expect it 
to have? 

When they figure it out they find it isn’t worth their while. -In 
other words, this particular thing gives a chance to build a man 
ganese industry by a lengthening of the time or some facilities whereby 
instead of building a stoc kpile you do attempt to build an industry) 
that will go regardless of stoe kpile. And the manganese industr} 
very de finite ‘ly would be built by being given a few more years of the 
initial life of having a place readily available to sell it and a justifi 
cation for making the expenditures nee essary to carry it out. 

Mr. Hosmer. Do you believe Mr. Bradford’s offer, if he is suc- 
cessful in that, will be beneficial ¢ 

Mr. Wiis. It will be doing a lot because a great many of those 
mines will be putting in their own plants and will sell directly to the 
industry. They will not sell to the stockpile because they can then 
get the opportuntiy of seeing what they have before them. 
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Mr. Murer. Do you also agree that the extension of time can be 
lone without expense to the Government ¢ 

Mr. Wixus. The extension of time can be done without the expense 
to the Government because the appropriations are made for these 
stockpiles on a certain definite amount. The setup of 6 million units 
is based upon the appropriations. 

Mr. Murer. That money has been appropriated ¢ 

Mr, Wiuuis. It has been appropriated, and that is why they can’t 
set up more than 6 million units, because they can’t set up more than 
beyond the appropriations already made. You have heard some talk 
here today about the necessity of purchasing tungsten. ‘Tungsten is 
one of the things that, while we have a lot of potential tungsten pro- 
ducers around Arizona, we do not have enough to justify the expense 
of building and operating a buying station. 

Furthermore, there would not be any central location that would 
be readily available to a buying station. We have surveyed the State 
very carefully to see whether there was enough tonnage. It strikes 
me that there is a possibility for investigation into the Government 
purchasing program whereby things like tungsten, for instance, or 
the other things that are badly needed and highly strategic can be 
purchased f. o. b. the railroad station, thus putting everybody on an 
equal productive basis as far as the competition is concerned, and 
then the Government absorbing the freight rate to the place where 
that ore can be most profitably handled. Therefore everybody would 
be on an equal basis. A person, for instance, shipping to a stockpile 
200 miles from Wenden is under a disadvantage to a person who is 
shipping to a stockpile or from a mine rather that is only 10 miles 
from Wenden. 

Mr. Mutrer. How would you accommodate the price to the differ- 
ence in the ore / 

Mr. Wituis. You would pay on the basis of the difference in the 
ore, 

Mr. Murer. After it was refined ‘ 

Mr. Wiiuis. You would have a variable buying schedule which 
they have now for the buying of those ores. 

Mr. Hosmer. In other words, you would want the Government to 
buy at the mine rather than the stockpile? 

Mr. Wits. Yes, buy at the mine, which would accommodate a 
tremendous number of small producers in places where there isn’t 
a justification for a Government station. 

Furthermore, you have this, that the Government would know 
where to ship that to get the maximum extraction, because it might 
be that two lots sent to a certain railroad station, one might go one 
direction and another one go another direction, depending upon where 
they could get the most out of it, where the best job could be done 
with it. I think it is a subject that is well worth looking into as to 
the possibilities of Government buying of the things for which there 
is no ready market available at the present time. 

Mr. Hosmer. You would expect the price to be adjusted to take 
care of that! 

Mr. Wiis. The price would be adjusted to take care of it, yes. 
In other words, a person would bring a shipment into a station or 
send a sample of the shipment to the Government agency handling 
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it, and the Government agency would tell them what to do with th 
shipment. 

Mr. Hosmer. You did not mean, f. o. b. mine, did you? 

Mr. Wuuis. F. o. b. railroad station. And thus putting them al 
on the same competitive basis, whether they were located a hundre: 
miles from where they were going to be treated or whether it was 
going to be farther than that. I think it is a subject that is wort 
investigation. I want to speak briefly on the mine loan program. 
We have an exploration program of mine loans, whereby the perso: 
who gets the loan puts up a portion of the money and the Government 
puts up a portion of the money. That is for exploration, the finding 
of new ores. One unfortunate part of that program is this: tha 
the agency handling that program requires the person to tell then 
where they are going to get their share before the Government agenc\ 
will tell you whether you are going to get the loan or not. Wel 
now, it isa very backward way of working, because if the Government 
agency could assure a person that they were going to get the loan. 
there would be far less difficulty in ‘them going out and finding 
someone who would have the money to put up the other portion t 
match that of Government. The Government would not put u 
one penny until the other money was raised. But to nous the) 
to know where they are going to get the money before the Gover 
ment will even consider it is rather an awkward procedure and ha 
prevented a a great many ale from qualifying for a Government 
loan. 

Mr. Murer. Doing it the other way might run up against th: 
proposition of a fellow tr ying to get a loan, getting a commitment a1 
then going out to sell his deal. It would be promoting. It would 
be promoting the Government loan rather than the mine. 

Mr. Wituis. The Government engineers have been careful to who: 
they loan money. If the Government engineers enforce it and a1 
willing to put up the money for a Government loan, I don’t kno 
why he should not be permitted. 

Mr. Muurer. But before you call on the Government to go in a1 
spend any money investigating and appraising and doing all of that, | 
think the man seeking the loan ought to be able to come forward a1 
say, “I have so much capital on which to opert ite this mine, providing 
I get a loan,” rather than to work it the other way, and have the G¢ 
ernment expend a lot of money inspecting the mine, and then having 
you go out prospecting. 

Mr. Wiututs. There is might little incentive money available for t 
development of any of the mines, very little. 

Mr. Muurer. That man would never qualify, whether he got h 
loan or not. If he must put up $50,000 of his own money or son 
body’s money, to get a $50,000 loan, if there is no money availal 
for that purpose privately, he is not going to get it whether he ha 
Government approval or not. Why put the Government to the « 
pense of spending money to find out if they will approve a loan, an 
then have the man say he cannot raise his money. 

Mr. Wits. The difference in cost in what it is costing the Gover: 
ment and what it is costing the person. Your object of this is to g 
these loans out and make discoveries and do exploration. 

Mr. Muvrer. I think then the way to handle it is to ask the Gover: 
ment bureaus to go in and appraise your mine and tell you what yo 
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have, or help you find out what you have, and then when you have 
your Government analysis or an appraisal of what you have, go out 
and do your job, rather than putting it through the lending process. 

Mr. WILLIs. The Government doesn’t do any appraisal on what is 
purely an exploration loan. The Government also has a loan pro 
gram Whereby if you have production 

Mr. Hosmer. Let me interrupt you. You started out your testi 
mony with a statement that you wanted a return of free enterprise 
and to get the Government out of things. You are asking the Gov 
ernment to step a little bit further than it has ever stepped before in 
this particular field. I think I have detected that same sort of thing 
all the way through these hearings. I do hope that the industry and 
the people who are interested in it will try to keep their th nking as 
clear as they can. Sauce for the goose is sauce for the gander on 
these things. 

Mr. Wiis. I made the preliminary statement, sir, that there is 
nothing they would like better to do than get back to the original 
way where we didn’t ask the Government for anything, and we fi 
nanced the mines as we used to finance them, and had the oppor 
tunity of financing them before the days of restrictive enterprise 
We do not have that, and this is only a substitute for what has been 
already taken away from us, and which there is no chance of getting 
back to. There is no object of a man investing his money in a new 
mine today and then the tax collector takes it all away from him 

Mr. Hosmer. I can see no object in the Government going out and 
trying to take you by the hand and trying to find a borrower for you, 
either. 

Mr. Wiis. I wouldn’t suggest that. 

Mr. Hosmer. That is what you are suggesting when you want the 
(government to approve the loan first before you get the matching 
money, is itnot? 

Mr. Wiis Well, only to the point of examing the mine and say 
ing that it has been approved for a loan, that is all. Or even going 
a part of the way to show it. In other words, they wouldn’t need to 
fo all the way. They could go say “Ts your raise your money we ¥ 
go along with you on it.” But to actually have to know that 
have it has held a lot of people back from having exploration |] 

Mr. Hosmer. Wouldn’t that take a pretty big bureaucrac: 
that? 

Mr. Wiiuts. No. I don’t think it would take anything bigger 
vou have at the present time. Then there is the other program, the 
production-loan program, which provides where yo in get the loan 
from the Government if you have the ore blocked out 
luction in sufficient qual tity to justify the loan. | 
dred percent loan. But unfortunately, the: 
between the exploratior loan and the produ to! 
might be termed a development, the development sta 
to find the ore, and the other loan is to take it out 
blocked out. Jut there is no wav in the world of find 
for that period in between of development. 

Mr. Mcuurer. If we did lend you the money for that 
tween, and you did not find anv ore. the t] 
never get its money back. 


1e Gove 
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Mr. Wiis. This is after you have found the ore by exploration 
Then you have to block it out by tunnels and shafts and other method 
to determine what quantities you have of it, to determine what quan 
tities you have. 

Mr. Mutrer. I do not follow you. You have an exploration loa: 
and you have a development loan. Now what other money do you 
need ¢ 

Mr. Wiz1s. It is necessary to finance in between to develop thi 
mine by tunnels or shafts or drills or whatever you have in order to 
determine the total quantity of ore that you have and what the values 
of it are. 

Mr. Hosmer. You actually haven’t got a mine until you have done 
that work, have you? 

Mr. Wittts. No; you haven’t got a completed mine until you have 
done that work. 

Mr. Hosmer. You don’t know whether there is any economic feasi 
bility of putting in a mine until you have blocked that out and you 
have found a sufficient quantity to make it worth while to go ahead and 
develop. Aren't you silty the Government to go in on another specu 
lation there / 

Mr. Wriais. No: it is not speculation. The speculation is as to 
what quantity you may have. 

Mr. Muvrer. The quantity you find determines whether or not it 
will be economical to develop it and work it. 

Mr. Witurs~ And what size plant you need and a lot of other things 

Mr. Mvuvrer. Don’t you think the mineowner ought to put his own 
money in for that purpose, before he asks the Government to give hin 
any money ? 

Mr. Wiuis. These fellows don’t have but very, very little money 
with which to work. 

Mr. Hosmer. Do you not think if there were really some incentives 
for good profits in this business, that you would be worrying about 
loans here and there in this type of work? 

Mr. Wituis. We would rather see them by other methods, by pro 
tection of markets and other things. 

Mr. Hosmer. Is that not by the tax program and these other things / 

Mr. Wits. I am merely covering the whole thing that has been 
covered today, and making comments on the different things that have 
been brought up. 

Mr. Hosmer. It would seem to me that when we get into things lik: 
this, we are just getting into the additional problems of a controlled 
economy. 

Mr. Wuats. We would like to get as far away from that, sir, a 
possible. 

Mr. Mucrer. This committee is not going to help anybody contro! 
the economy. 

Mr. Wits. One of your subjects discussed today was on the 
changes in the public lands laws. You have heard the staternent mad 
that we don’t want any changes made whatsoever in the public land: 
laws. I happened to be chairman of the public lands committee o 
the National Minerals Advisory Council some 5 years ago, and mad 
a very considerable study of the public lands laws and the troubles w: 
have had with them. T have made many reports on the subject. The 
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situation on your public lands is this: Starting many years ago, in the 
Ickes administration, for instance, of the Department of the Interior, 

they started planting socialistic influences within the Bureau of Land 
Management, Forest Service, and so forth, who were determined that 
no public lands would go into private ownership. ‘They did every- 
thing possible to prevent public lands from going in. Furthermore, 
there was no enforcement whatsoever of the laws that we already have. 
The lack of enforcement whatsoever of those laws has created a chaotic 
situation which is exactly what they desired to create, for the purpose 
of changing the entire system. We will admit that there are a few 
slight changes in the public land laws which will prevent abuses. We 
do not, as mining men, in any way condone the use of public |: inds for 
mining claims other than mining purposes. 

Mr. Mutrer. I think you ought to give us a written memorandum 
on what you or your group think ought to be done. 

Mr. Wis. There is going to be a meeting on that subject along in 
the middle of May to see if a program can be arrived at. Taken as 
a whole, the public land laws, we would have no need whatsoever for 
changes if the laws we have were enforced. 

Mr. Muurer. We have heard that general statement several times 
today and yet each man has implic ity indicated some changes are 
needed. 

Mr. Wits. Slight changes. 

Mr. Murer. Well, what changes, slight or otherwise, should be 
made. We would like to know what changes, if any, no matter how 
slight, you men think out to be made. 

Mr. Wiis. 1 wouldn’t want to speak for the entire industry. 

Mr. Muurer. What I have said goes not only for you and your 
organization, but everybody else. This committee would like to know 
specifically what, if any changes, slight or otherwise, they think 
ought to be made, if any, in these public land laws. 

Mr. Witus. We are entirely opposed to the ones that are before 
you now in Congress as they change the basic system under which 
these laws were written and intended. The object of your public land 
laws originally and always has been to have these public lands gradu- 
ally go into private ownership i in an orderly way and gradually get 
onto the tax rolls of the various States. That isn’t what has been 
happening. But the situation you have that needs correction is a 
chaotic situation that was deliberately and with malice aforethought 
created. 

I do want to thank you gentlemen for giving us the opportunity of 
meeting with you. I am very sorry that we have gone into such a 
late session. Thank you. 

Mr. Hosmer. Thank you, Mr. Willis. 

Now, I believe there are probably other people who came here today 
to testify and who haven’t had a chance to testify yet. If so, will you 
please raise your hands? There is one gentleman over there. Very 
well, we will-be glad to hear you. 

Identify yourself, please. 
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STATEMENT OF GEORGE R. MONAGAN, CHAIRMAN, TEMPE-MESA 
COUNCIL, ARIZONA SMALL MINE OPERATORS ASSOCIATION 


Mr. Monacan. My name is George Monagan. I am trying to oper- 
ate a gold mine. 

Mr. Murer. I think you were called earlier today but you were 
not available at the time. We will be glad to hear you now. 

Mr. Monacan. These public lands take up an area in these 11 West- 
ern States that is almost equal to all the land east of the Mississippi 
River. I don’t see why that should be, myself. I mean, they should 
have been handed over to the people in the States. I think it is New 
Mexico where there is 84 percent of the State which is under Federal 
control. The Government should keep control of certain parks and 
forests and Indian reservations and places like that, but they should 
make these patents easier to come by. 

Since January 1, 1945, there have been 58 patents granted in the 
State of Arizona. 

Mr. Muurer. Do you know how many were applied for? 

Mr. Monagan. I don’t know how many were applied for. I couldn't 
find out that. There were some rejected, I know. But as far as this 
reverting act, how about all these gold mines that were working before 
the war and were closed and they haven’t been able to open up since 
then. Before the war there were about a thousand gold and silver 
mines operating in the State of Arizona and now there is just one. 

Mr. Murer. Why are those mines not operating ? 

Mr. Monacan. Because the price of gold has been held at $35 an 
ounce and everything else has gone sky high. If you go down to buy 
a piece of machinery now—just as an example, a medium-size air 
compressor—it will cost you more than a new Cadillac. 

Mr. Muurer. " to those mines, where it is not economically feasible 
to operate them, I do not think they are thinking about mines of that 
type, I think they are talking about mines that have been completely 
abandoned or mines that were filed for and on which patents were 
obtained, but the person who got the patent never intended to operate 
them and hasn’t operated them. I do not think it is intended by those 
who advocate reversion that they should go in and take a mine away 
from a man because it isn’t being worked at the particular time. 

Mr. MonaGan. Can you read his mind to tell what he is thinking 
about ? 

Mr. Mutrer. You may not be able to read his mind, but if a man 
hasn't worked a mine for 5 years and hasn’t done anything since he got 
the patent, I think you might be able to put the burden on him and 
have him come forward and show you why he hasn’t worked the 
property. 

Mr. Monaean. If he can show you the price of gold is down—— 

Mr. Mutter. That might be a good reason. But suppose he put a 
hotdog stand on it the day after he got the patent, and never attempted 
to mine it. Should he be able to keep that property which he got 
under the pretense of mining? 

Mr. Monacan. I don’t think so. I think if he opens up any kind of 
business, a dude ranch or anything, it should be taken away from him. 
But you are getting mighty close to home now, because I live in the 
ghost town of Gold Field on the Apache Trail, and I have a little 
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store there which I open on Sunday alone, and the rest of the week | 
work that claim. I open that only on Sunday, that store. 

Mr. Hosmer. We are talking about the so-called abuses where you 
put down a stake for a gold mine, got a patent, and started a dance hall 
x the proverbial hotdog stand, then, where actually you had gone out 
there and gotten the patent just on the excuse of mining to get the land 

nd then diverted to some other use. 

Mr. Murer. You have two distinct problems on what the Govern- 
ment should do with public land. If the Government should dispose 
of that public land for use of a hotdog stand or homestead or some 
other purpose, then let’s set up the law for that, and let’s have the 
(iovernment give it to some person that wants to use it for a homestead, 
or farming, or for a hotdog stand or whatever you may have. But 
let’s not use the mining laws or let anybody use the mining laws as a 
pretense of getting public land because he says he is going to mine, 
but never does mine, and never intended to mine. If he gets it for 
that purpose, he should use it for that purpose. 

Mr. Monagan. I agree with that. I heard of a case near Tucson 
where they they took 22 mining claims back, reverted them, after the 
party got them patented, and then sold them for homesites, or some- 
thing. I agree that should be done. 

Mr. Muurer. At the same time, the man who is in there with a gen- 
uine mining claim, who intends to mine, should be protected at least 
so far as his investment is concerned and his right to operate at a 
future time, if he intends to operate at a future time, but just can’t 
hecause of circumstances that he doesn’t control. 

Mr. Monaean. The claim laying alongside of me is patented and 
I haven’t seen the owners out there in the 6 or 7 years I have lived 
there. Would you take that away from them?‘ I mean, it is not their 
fault that the price of gold is down. 

Mr. Murer. If you are talking about a gold mine, and today’s 
market, I would say “No,” you shouldn’t take it away from them. 

Mr. Monacan. Who is to draw the line? Like the Forest Service, 
under the Anderson bill, they want to have the power to send some- 
body out there and declare a claim valid or invalid just by looking 
at the mineral they have exposed. How many mines have been 
laying there exposed? Not very many. It usually takes years to 
develop a mine. These big copper mines might have been located 
years ago. Il know a man that could have bought the San Manuel 
properties just a few years ago for a few hundred dollars. He 
thought it wasn’t worthwhile. Now Magna Copper has spent $120 
million developing it. Who is to declare whether the property is good 
or bad or otherwise ? 

Mr. Mutrer. I am afraid you will have to address that to the mining 
engineers. But I think it can be set up administratively under the 
law so that everybody can be protected and the Government can be 
protected. After all, the Government is all of us together. So we all 
need the protection, and the individual needs the protection, too. I 
think it can be done. I can’t answer specifically how it would be 
done, but think after we get the expert advice on it, I think it might 
be done :. 

Mr. Monagean. I think that our present laws should be given some 
teeth so that the people who do violate the laws should be prosecuted 
and held as criminals. 

34876—53 24 
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Mr. Hosmer. Do you have any other subjects you wish to cover, 
Mr. Monagan ? 


State your name and your identification, please. 


STATEMENT OF ROBERT J. DALTON, PRESIDENT, YUCCA MINING 
AND MILLING CO., YUCCA, ARIZ. 


Mr. Dauron. Robert Dalton. On this point that has been bothering 
Congressman Multer on why a miner, after he patents his claim, 
should be allowed to keep it, the law is that as soon as he patents it, 
it goes on the tax rolls, and if he doesn’t pay his taxes, it reverts back 
to the public domain. It is as simple as that. 

Mr. Murer. He takes it from the Federal Government, and if 
reverts on account of nonpayment of taxes, it goes to the States, not 
to the United States, 

Mr. Darron. Well, I think it should go to the State anyhov 

Mr. Hosmer. Would you identify yourself ? 


STATEMENT OF ALBERT ALEXANDER, SMALL MINERS 
ASSOCIATION, WILCOX, ARIZ. 


Mr. Atexanper. Albert Alexander, from Wilcox. I am a member 
of the Small Miners Association down there. At present I am not 
operating a mine for the reason I am after information before I start 
in. I know where there is high-grade ore, and as I understand. 
there are very few young prospectors going into the field for the rea 
son that there are various difficulties or various things holding back 
{ want to find out. This law that you are speaking of and reverting 
the property back to the State, that is, to the United States Gover 
me a in case a person has worked that claim, I want to know if the 
person is not able to go ahead with it under the conditions, if that 
would be reverted back to the Government as long as they ar 
trying to go ahead with it as a mineral claim, just because he hasn't 
been able to carry on with it, or is he allowed to keep it for the pu 
pose of carrying on with mining as soon as possible. 

Mr. Murer. You should bear in mind what we are talking about 
is some nebulous prospective legislation that hasn’t been enacted into 
law yet. The proposal has been made that these patents should not 
be granted in perpetuity and the man should not get title forev: 
when he gets his patent, but there should be a provision written in 
that would require that land to come back to the United States Gov 
ernment if he doesn’t do certain things. What you are talking about 
is something a man should be protected against. If he is trying to 
build up his claim, it should not be re verted, as long as a man in good 
faith intends to operate it. 

Mr. Arexanper. In other words, as long as it is continued as a 
mining claim, then there will be a clause there to let him hold that 

Mr. Murer. As it is today, he is protected. He has it forever and 
a day once he gets his patent. The idea we have in mind is the mai 
instead of using the mining property for mining, is using it for 
dude ranch or something else. Then he hasn’t used it for the purpos 
he intended and he defrauded the Federal Government out of the 
property. That is the argument they make. I don’t say that the 
argument is sound, but that is the argument they make. If you are 
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not using your mine for mining purposes, you should not get title to 
it under a mining patent. 

Mr. Hosmer. And in addition to that, this reverter would only last 
for a period of 5 years or something like that. It wouldn’t last 
forever. But it is stated that it would give additional protection to 
the Government in insuring that the land would be used for the 
purpose for which it was patented. 

Mr. ALexanper. According to that, then, it should protect the 
miner that is filing claim and is working it so that he could continue to 
hold it as a mining claim. 

Mr. Mutrer. The bona fide miner who is acting in good faith 
should be protected, will be protected. Nobody denies that. 

Mr. Hosmer. Well, gentlemen, I do not want to leave you with a 
feeling that this committee is going to settle this problem of any 
changes in the mining laws that might be in process, because it will 
be considered additionally by the legislative committees of Congress. 
You should be on the lookout for those committee hearings and pre- 
sent your testimony there. 

I would also like to state that in connection with the problem of 
taxation, as it pertains to business in general, and including the 
mining industry, another subcommittee of the Small Business Com- 
mittee will commence hearings in May on the general tax problem as 
it comes in relation to small business. The information that you 
have given us today and at our other hearings on that particular point 
will be furnished this other subcommittee. If you have any addi- 
tional points you want to make before that subcommittee, you are of 
course welcome to do so. 

I want to emphasize this point as I have consistently done all day 
we do not stop receiving information now that the hearing is over. 
We will receive anything in writing that you desire to place before 
us that is relevant to this inquiry, if you get it to us within a reason- 
able time. 

I want to thank you all for your courtesy and kindness to us, and 
your attention, and the information that you men working in the 
field have brought to us today. We sincerely hope that we can 
translate it into an answer to your problems. 

Thank you, gentlemen. 

The hearing is adjourned. 

(By direction of the Chairman the following is included in the 
record :) 

New Mexico MINING ASSOCIATION, 
Carlsbad, N. Mezx., April 15, 1958. 
Mr. Jos. H. TAYLOR, 
Vice President, Peru Mining Co., 
Postofiice Bor 309, Silver City, N. Mer. 

Dear Mr. Taytor: Enclosed herewith is the letter requested in your letter of 
April 13. In passing, and in view of the fact that this is far from being the 
first time you have represented the association, I doubt if the letter from ime 
will be of much assistance to you. I think that your decision to attend the 
hearing in Denver is a fortunate one for the industry and the association. 

I am enclosing a copy of a letter just received from Julian Conover which 
I think may be of interest to you. 

Cordially yours, 
W. P. Morris, Presid 
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NEW MEXICO MINING ASSOCIATION, 
102 West For Street, Carlsbad, N. Mez., April 15, 1953 


Hon. WiLu1AM 8. HILL, Chairman 
Congressional Small Business Committee 
Denver, Colo. 

Dear Str: Mr. Jos. H. Taylor, vice president, Peru Mining Co., Silver City 
N. Mex., has agreed to act as spokesman for the New Mexico Mining Associatior 
at hearings to be held by your committee in Denver on April 22 and 23. Mr 
Taylor has accepted this assignment at our request and will appear before your 
committee as the authorized representative of the association. 

Yours very truly, 
W. P. Morris, President 
(Signed) W. P. Morrts, 
WPM :pbl 


RESOLUTION ON LEeEAD-ZINC Crists ADOPTED BY THE MoreNcr Miners Union, Loca 
616, OF THE INTERNATIONAL UNION OF MINE, MILL, AND SMELTER WORKERS 


Whereas we, the members of the Morenci Miners Union, local 616, of the Inter 
national Union of Mine, Mill, and Smelter Workers and employees of the Phelps 
Dodge Corp., Morenci, Ariz.. regard with grave concern the current unstab| 
metals situation. There we have seen that the metals crisis has brought layoffs 
in the great majority of the metals industry. 

We believe that the causes of the metals crisis are: 

1. Monopoly control of the industry which had been widely extended to new 
foreign properties in recent years. Production from these new mines operated 
with low-wage labor is now displacing United States production. 

2. Stockpiling which gave great profits to the monopolies, created artificial 
shortages, and boosted prices to record levels from which it was inevitable that 
they would fall. The artificial shortages also supplied the monopolies with an 
alibi for grabbing up new foreign mines. 

3. Pressure on Western Europe to rearm has brought on a general economi 
decline in those countries and has shrunken the market for metals over there 

The situation is being used to undermine established wages and working con 
ditions. A real depression could result from such a policy ; Now, therefore, be it 

Resolved, That local No. 616 of the International Union of Mine, Mill, and 
Smelter Workers at Clifton, Ariz., does hereby petition Congress, through its 
Representatives and United States Senators, to take remedial action along the 
following lines: 

1. Support of all legislation for a bigger and better housing program, high 
ways, new schools, hospitals, valley authorities, and such new public works that 
will greatly increase the domestic market for the metals we produce. 

2. Adoption and support of legislation to treat with the problem of stabilizing 
the metals market. 

3. Support of legislation to provide unemployed workers with direct assistance 
over and above present compensation standards without restrictions. Work 
toward a much-needed improved social-security plan. 

4. Support of current movement to cut taxes, especially those taxes which are 
placing the load of the current crisis on the workers. 

5. Support for an immediate and adequate wage increase. 

6. Concrete steps toward international labor relations with unions in the metals 
industries of other countries, particularly in those areas exploited by the same 
companies who employ our members. 

7. Legislation to broaden world trade in order to open up vast new markets 
for United States metals; and be it further 

Resolved, That copies of this resolution be sent to our Representative in Con- 
gress, Harold A. Patten; to Senators Barry Goldwater and Carl Hayden; to 
Chairman William 8S. Hill, of the Select Committee on Small Business of the 
House of Representatives of the United States; and to President Dwight D. 
Eisenhower. 

[SEAL] Davin VELASQUEZ, 

President. 
Henry G. MArQuez, 
Secretary. 
Box 1017, Ciirron, Ariz., April 21, 1953. 
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Ray-Sonora Copper WorRKERS UNION, Loca. 915, 
Ray, Ariz., April 22, 1953. 

President D. D. EiseNHOWER. 
WILLIAM 8. HILL, 

Chairman, Select Committee Small Business. 
JOHN RHODEs, 

Representative. 
HAROLD PATTEN and Barry GOLDWATER, 

Senators, 

HONORABLE GENTLEMEN: Lead and zine properties in the United States are 
being shut down or having the operations curtailed in the midst of the greatest 
war spending in the history of our country. The crisis in the metals industry 
likewise has brought layoffs in brass, iron, and even copper. 

Unfortunately, some mine operators are attempting to shift the burden of the 
present crisis onto the worker. Some companies are using present crisis as an 
excuse to undermine established wages and working conditions, the result of 
which shortsightedness could only be an even greater slump. 

Our 1952 convention listed the following causes for the crisis in which the 
industry now finds itself: 

1. Monopoly control which has been widely extended to new foreign prop- 
erties. Production from these new mines, operated with low-wage labor, is 
now displacing United States and Canadian production. 

2. Stockpiling which gave fantastic profits to the monopolies, created artificial 
shortages, and boosted prices to record levels from which it was inevitable that 
they would fall. The artificial shortages also supplied the monopolies with 
an alibi for grabbing up new foreign mines. 

3. Pressure on Western Europe to rearm has brought on a general economic 
decline in those countries and has shrunken the market for metals over there. 

4. The choking off of trade with countries where large potential markets for 
metals exist. 

Strong Government action is necessary to— 

a. Protect the economic security of both employed and unemployed 

b. Protect the interests of small, nonmonopoly operators, 

c. Widen domestic and foreign metals markets to increase consumption of lead, 
zine, and other metals. 

Local 915 of the International Union of Mine, Mill, and Smelter Workers at 
Ray-Sonora, Pinal County, Ariz., does hereby petition Congress through its Repre- 
sentatives and United States Senators, to take emergency remedial action along 
the following lines: 

1. Adoption of legislation to provide unemployed workers with direct assistance 
over and above present inadequate unemployment compensation standards. 
Removal of present restrictions and waiting periods. 

2. Protection of small mine operations through passage of premium-price 
legislation. 

3. Legislation to expand domestic metals markets through new public works, 
such as river-valley developments, highways, schools, hospitals, rural electrifica- 
tion, and last, but not least, housing and adequate sewage, an example of which 
exists in this very particular locality of ours. 

4. Legislation to broaden world trade in order to open up vast new markets 
for United States metals. 

THE RANK AND FILE or Loca 915, IUMMSW, 
By Jacog S. Mercapo, President 
Loy ABRIL, Secretary. 


Unitep Mine WORKERS OF AMERICA, LOCAL UNION No. 5936, 
Dacono, Colo., April 23, 1953. 
WILtiaM §. HILL. 

HonoraB_e Sir: I am writing to ask your support in the passage of H. R. 4294, 
to protect our coal industry from the flood of foreign-made products into the 
United States. 

Hoping for an early passage, 

I remain yours truly, 
THOMAS E. Hopason, 
Recording Secretary, Local Union 5936, U. M. W. of A., Dacono, Colo. 
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APRIL 27, 1953 
Mr. THomAs FE. Hopeson, 
Recording Secretary, Local Union 5936 of the UMW of America, 
Dacono, Colo. 

Dear Mr. Honeson: I appreciate your letter and the support you have ex- 
pressed toward the legislation, H. R. 4294. I am very much interested in this 
legislation and assure you it will be a pleasure to help your organization in its 
program of protecting the use of our own coal over products of foreign countries, 

I shall see that Congressman Richard Simpson, the author of H. R. 4294, 
receives the recommendation of your organization, and that it is placed in the 
committee hearings. 

Very truly yours, 
WILLIAM 8. HI. 


Deer Lopce Miners’ Union, Locar No. 834, 
INTERNATIONAL UNION OF MINE, MILL, AND SMELTERWORKERS, 
Garrison, Mont., April 23, 1958. 
The Honorable WiLL1AM §. HIL1, 
House of Representatives. 


My Dear Mr. Hix: Attached is a resolution which was adopted by the Deer 
Lodge Miners Union. I was instructed to mail it to you. 
Sincerely yours, 
CHARLES J. HAM, 
Financial Secretary. 

Whereas lead and zine properties in the United States are being shut down or 
having their operations curtailed in the midst of the greatest war spending in 
the history of our country. The crisis in the metals industry likewise has 
broucht layoffs in brass, iron ore, and even copper. 

Unfortunately, some mine operators are attempting to shift the burden of the 
present crisis onto the worker. Some companies are using the present crisis 
as an excuse to undermine established wages and working conditions, the result 
of which shortsightedness could only be an even graver slump. 

Our 1952 convention listed the following causes of the crisis in which the in- 
dustry now finds itself: 

1. Monopoly control which has been widely extended to new foreign properties. 
Production from these new mines, operated with low-wage labor, is now dis 
placing United States and Canadian production. 

2. Stockpiling, which gave fantastic profits to the monopolies, created artificial 
shortages, and boosted prices to record levels from which it was inevitable that 
they would fall. The artificial shortages also supplied the monopolies with an 
alibi for grabbing up new foreign mines. 

3. Pressure on Western Europe to rearm has brought on a general economic 
decline in those countries and has shrunken the market for metals over there. 

4. The choking off of trade with countries where large potential markets for 
metals exist. 

Strong Government action is necessary to: 

(a) Protect the economic security of both employed and unemployed workers 

(b) Protect the interests of small, nonmonopoly operators. 

(c) Widen domestic and foreign metals markets to increase consumption of 
lead, zinc, and other metals. 

Now therefore be it resolved: 

That Local No. 834 of the International Union of Mine, Mill, and Smelter 
Workers at Garrison, Mont., does hereby petition Congress, through its Repre- 
sentative and United States Senators, to take emergency remedial action along 
the following lines: 

1. Adoption of legislation to provide unemployed workers with direct assist- 
ance over and above present inadequate unemployment compensation standards. 
Removal of present restrictions and waiting periods, 

2. Protection of small mine operations through passage of premium-price 
legislation. 

3. Legislation to expand domestic metals markets through new public works, 
such as river valley developments, highways, schools, hospitals, and rural ele 
trifications. 

4. Legislation to broaden world trade in order to open up vast new markets 
for United States metals. 
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STATEMENT FOR SMALL Business COMMITTEE OF THE 83D CONGRESS, 
DENVER, CoLo., APRIL 22 AND 23, 1953 

My name is Joseph H. Taylor, vice president and general manager of Peru 
Mining Co., 515 West Twelfth Street, Silver City, N. Mex., representing New 
Mexico Miners Association. 

\ year ago the lead-zinc industry in New Mexico employed approximately 1,200 
men. Some of these men were employed in the mills, some on the surface at the 
mines and some underground. Of these, exclusive of salaried employees, but 323 
are now employed by the lead-zine mines, of which but 135 are in production of 
lead-zine ore. This means that approximately 900 men have been laid off or been 
forced to find other work. At present, about 500 of these are registered unem- 
ployed and are largely drawing unemployment compensation, but this compen- 
sation is for 24 weeks at $25 a week and within a few months this compensation 
will be completed at which time these men will be financially in trouble unless, in 
the meantime, they can find some work. 

The annual report of the New Mexico State Inspector of Mines for the fiscal 
vear ending June 30, 1952, shows there were produced 13.205 tons of recoverable 

id, valued at $4.707,499 and 50,629 tons of recoverable zinc, valued at $13,270,- 

t. This is approvimately 64,000 tons of metal valued at nearly $18 million. Of 

is $18 million, approximately 47 percent went for labor, which was spent largely 
n the area with merchants supplying food, clothing and household furniture. In 
addition, the employees bought automobiles, paid taxes and bought savings bonds 
The payrolls now are reduced to 25 percent of the rate a year ago and this is 
seriously affecting business in the area. , 

Six of the major mines in New Mexico have been closed or are operating on the 
basis of exploration and development. One mine is producing zinc-lead ore in 
connection with a development program. In addition, over the past years, our 
mill treated ores from more than 20 large and small mines, all of which have dis- 
continued operations, thus cutting off more than 80 percent of the production. 
These small and large mines, which have discontinued production in the past 
year also employed men, most of whom are not included in the above figures for 
unemployment. 

The closed mines are now at a heavy expense to maintain conditions of 
equipment and keep the water pumped out. As time goes on the costs of main- 
tenance will either be excessive or, lacking proper maintenance, the properties 

ll gradually deteriorate, so that something should be done to get these mines 
back into operation as promptly as possible. 

In normal times, two-thirds of the zine consumed within the United States is 
produced by our domestic miners and one-third comes from foreign sources. It 
is not our wish to prohibit the importation of zinc and lead but to control the 
importation and protect our domestic mining industry. It is my belief that 
this proportion is perfectly proper and we were glad to encourage importation 
of zine while the price was 19% cents and the Emergency Lead-Zinc Committee 
cooperated with Congress in permitting lead and zine to come in duty free when 
the price was 18 cents. From December 1951 to October 1952 imports of both 
metals increased 80 percent. At present, the very small tariff on zine does not in 
iny Way protect the domestic zine industry and now more than 60 percent of the 
zine consumed in this country comes from foreign sources. If this continues, it 
is quite likely that many of the zinc mines will be permanently shut down and 
the Nation placed in a critical spot in the event of sudden need for lead and zine. 

We have had a serious break in the prices of these metals with imports exceed- 
ing 60 percent of the domestic consumption in the past and when our domestic 
mining industry was forced to curtail or shut down, the foreign price was put up 
and domestic consumers were forced to pay excessive prices. A stabilizing im- 
port tax would be a good thing for the consumer by eliminating the fluctuating 
price and at the same time it would preserve our lead-zine mining industry. 

To sum up, the excessive importation of lead and zine from countries having 
low wage scales has had a disastrous effect upon the domestic mining industry. 
Hundreds of men in New Mexico are out of work. All lead-zine mines in this 
State are closed or operating at terrible losses. This is becoming progressively 
worse and in an emergency, the cost of re-opening will be increasingly high. In 
our opinion, a stabilizing sliding scale import tax, such as H. R. 4294, is needed 
promptly to save the lead-zine mining industry 
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CHAMBER OF COMMERCE, 
Silver City, N. Mez., April 16, 1953 
Mr. JosepH TAYLOR, 
Silver City, N. Mev. 

Dear Mr. Tayitor: We, in the Silver City-Grant County Chamber of Com 
merce, are quite concerned over the economic effects felt in this area due to 
the present unstable zinc situation. 

The steady decline in zine prices have created a hardship on the zine operators 
in this area as well as the merchants who are serving this territory. 

Our records indicate that in 1952 there were 1,200 employed in the zine mines 
in Grant County. Today, there are approximately 323 employees, of which 135 
are on production of zinc and the remainder on maintenance and exploration or 
development work. Obviously, the shutdown of these mines affect a great deal 
more than the actual number unemployed. 

Please rest assured we will do everything in our power to help you to obtain 
an equitable price for zinc so that our zinc mines can reopen. 

Very truly yours, 
THomas W. McCase, President 


EMPLOYMENT SECURITY COMMISSION, 
New Mexico STATE EMPLOYMENT SERVICE, 
Silver City, N. Mez., April 17, 1953. 
Mr. JosePH TAYLOR, 
Vice President, Peru Mining Company, 
Hanover, N. Mea. 

Dearm MR. Taytor: We are very glad to furnish you with the information re- 
quested concerning the present economical conditions in the Grant County-Silver 
City area. 

The Silver City area covers Grant and Hidalgo Counties in southwest New 
Mexico. The principal industrial activities of the area are copper, lead, and 
zinc mining. All of these mines, with the exception of one, Banner Mining Co., 
are located in a radius of 16 miles of the town of Sliver City in Grant County. 
The Banner Mining Co. is near Lordsburg, 50 miles southwest in Hidalgo County 

There are approximately 18,000 acres of cultivated agricultural land in Hi- 
dalgo County. The economy of this area is dependent on the price of copper, 
lead, and zine. 55 percent of all nonagricultural wage and salary employment is 
normally accounted for by these mining companies. 

The population of Grant and Hidalgo Counties was 24,971 in 1940, 26,744 in 
1950, and is estimated at 27,000 at present. Present nonagricultural wage and 
salary employment of 4,797 is 24 percent below March 1952, and 14.5 percent 
below January 1953. This decrease is directly due to a drop in the price of 
lead and zinc, which caused the closing of 7 mines, and the completion of 2 
small road-construction projects. 

The employment reduction has indirectly caused a decrease in trade and 
service establishments. The lumber industry, employing approximately 100 
has been able to continue operating, while in 1952, due to deep snows, employ 
ment was reduced to a minimum. 

Since Mareh 1952, 950 workers have been laid off by the mining industry 
431 of these layoffs have occurred since January 1953. About 10 percent of 
these workers have left the area. Some have found work in other.areas, while 
others are returning here, unable to find employment elsewhere. 

The outlook for the next 2- and 4-month periods is not good. No mining firms, 
except Kennecott Copper and Phelps Dodge Corp., which are both copper mines, 
were willing to give an estimate of employment for these future periods. 

No local action has been taken to relieve the manpower situation for this 
area. 

Yours very truly, 
Ray S. SrricKtaAnpb, Vanager, 
Silwer City Local Office, 


New Mevico State Employment Service 
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House OF REPRESENTATIVES, 
Washington, D. C., May 13, 1953. 
Hon. WrLiiaM §. HIL1, 
Chairman, House Small Business Committee, Old House Office Building, 
Washington, D. C. 

My Dear Mr. CHAIRMAN: I am enclosing herewith a letter I have received 
from Mr. Roger W. Kyle, owner of the Kyle Asbestos Mines of Arizona, dated 
April 30, together with his enclosure. 

I will appreciate your adding this material to the transcript of the hearings of 
the Phoenix, Ariz, meeting. 

Sincerely yours, 
ABRAHAM J. MULTER. 


KyLe ASBESTOS MINES OF ARIZONA, 
Globe, Ariz., April 30, 1953. 

Dear Sir: I regret not having had the opportunity to give the subcommittee my 
views as to why the 50-50 plan didn’t go over with the small-mine owners at your 
meeting in Phoenix. 

There are several reasons. You came out to Arizona to see what was wrong 
and get our side. In the first place, the small-mine owners could not meet a 
50-50 proposition and, in the second place, there is no incentive for anyone to 
work or sell his property. If he operates his mine and makes a profit the 
Government takes 50 percent of the profit; if he works it, doesn’t find any good 
ore, and loses his money, the Government doesn’t care. If he sells his mine the 
Government takes 70 percent of what he made by reason of the sale. 

The Government doesn’t realize that mining is a very risky gamble; one can’t 
see what is underground. If a hole is dug and nothing found, your money is 
gone and the hole a complete loss—nothing to salvage. 

Now take cattle raising, farming, and manufacturing. You may not make a 
profit but you still have the investment left for the next year. In mining, if you 
do hit ore, when it is mined out your investment is gone, while the farmer may 
raise a better crop next year or the manufacturer improve the factory. But the 
damn fools who made the tax law figured every time a hole \.us dug, one would 
sure hit a lot of rich ore. 

I have a mine which I am unable to sell. If I do, the Government will take 
70 percent, and the man who bought would have to pay an income tax of 70 
percent. This income tax, together with tax on supplies, has killed the mining 
industry. 

At the meeting above referred to, 95 percent of the mining people who were 
there want money to finance the working of their mines. Leople with capital 
are looking for good investments and are willing to gamble on mining property, 
but if one makes anything the Government takes 70 percent income tax, together 
with a tax of 50 percent on all supplies. 

Another feature: One has to spend $100 per claim (20 acres) for assessment 
work yearly. Cattlemen get 40 acres for $2 per year and a yearling that is worth 
$100. 

Who put this unreasonable tax on mining? Our Congressmen. Why? Be- 
“ause they are controlled by the manufacturers who want all raw material from 
foreign countries dumped in the United States on top of our raw material, and 
compete with cheap foreign labor. Part of our taxes go to Africa and other 
foreign countries to develop their mines. The people in Africa do not buy any 
of these manufactured goods—they wear G-strings. 

People are investing in farming, cattle, and manufacturing, and lots of other 
industries, but not in mining. Why? First, undeveloped mines are a gamble. 
You can’t see underground; your investment can be 100 percent loss. Because 
of that, profit tax that is fair for other industries is very unfair when applied to 
undeveloped mines. 

So go back to Washington, put in H. R. 2863, bill to eliminate income tax for 
5 years, on undeveloped mines, as well as on the sale of mining property. Then 
private capital will invest money in mines. 

With the burden now evisting a small-mine owner can't sell his property because 
he doesn’t get any of the profit; he barely gets his money back that he spent on 
the mine, and he hasn't any money to work the property. That is the reason 
there isn‘t any activity in small mines today. 

I wish you would put this letter in the minutes of the Phoenix meeting held 
March 28, There wasn’t time for all of us to express our views as you requested. 

Yours very truly, 
Rocer Q. Ky e. 
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STATEMENT SUBMITTED BY KYL&e ASRESTOS MINES OF ARIZONA, GLOBE. ARIZ 


Recent articles in various publications have discussed possible changes in the 
laws covering the holding and retaining of mining claims. 

It is my opinion and belief that certain changes are necessary, and it appears 
urgent that a bill be introduced and passed including these changes which would 
have the effect of stimulating the mining industry. 

When the present laws were put into effect they served the purpose. That was 
when a prospector located a couple of claims; there were surface showings or 
outcrops that he worked for ore he could mine and sell, but that day has gone 
At that time he had 2 or 8 claims, because nothing but high-grade ore could be 
mined and packed out to the railroads. In mining his high-grade ore he did his 
assessment work, $100 per claim, which was right and proper at that time, but 
that was before low-grade ore was ever thought of being mined productively 

Now, when new methods of recovering low-grade ore prevail, a company would 
not think of buying 2 or 3 claims to operate. Present-day operating companies 
are looking for large deposits, in 20- to 100-claim areas, of 1- and 2-percent ore. 
That being the case, it would be impossible for a small company to do that much 
assessment work per year much less a prospector. 

If I understand the requirements ‘correctly, before a claim is eligible fi 
patenting, it is necessary to show mineral in place, and that the applicant has 
spent in development work on this claim the sum of $500. If this is true, why 
cannot the claimholder be allowed to pay the taxes on that claim and stop digging 
“10-foot holes’? Why can’t the claimholder pay a tax on his claims comparable 
to the cattleman’s grazing fee after the claimholder has spent $500 per claim over 
a period of 5 years proving up his claims? The reason so few claims are patented 
is that after the locator has spent $500 in development, it will cost him about $400 
to get it patented. Since the claims have to be surveyed for patenting, I believe 
the claimholder should have it made possible for him to pay taxes on his claims, 
whether patented or not. Some deputy, engineer, recorder, or other official could 
take the measurements to determine whether the required $500 had been spent 
in development work. Part of the taxes collected from these eligible claims could 
be used to pay the engineer or other official examining the claims to determine 
whether the required work had been done. The amount of money it costs today 
to have a claim patented is exorbitant. Few can afford to pay it, especially a 
prospector. 

Many people holding claims who have been able to sell their ore in the past, 
will find they cannot sell it any more because manufacturers can get it from for- 
eign countries, where labor is cheaper, for much less. But why should they have 
to sit and wait for another war? Yet they have to do this $100-per-claim assess- 
ment work on each and every claim every year, and they are unable to sell the ore 
they take out while doing the assessment work. Why can’t he pay the tax, patent 
or no patent, and stop digging 10-foot holes that do not benefit the property. 

Why doesn’t the Government give the claimholder a title the same as granted 
a homesteader without having the claim patented? One hundred dollars per 
year is a large tax on a claim for the privilege of trying to find some valuable 
shipping ore. When a claimholder develops his claim and starts to shipping ore, 
he will pay a tax the same as other mines are doing today. In taxing nonpro- 
ducing claims the valuation should not exceed $100 per claim. The present 
mining laws pertaining to the holding of mining claims are the most ridiculous 
laws we have. If a bill can be put up to correct the injustice upon claimholders, 
there will be plenty of capital available from interested investors. 

Of course, the claimholder located his claim to try and promote a sale. Well, 
what is wrong with that? Everybody is trying to promote a deal in some kind 
of business and you can’t expect a prospector to work a big mine. Promotion 
is necessary to raise money to mine with, the same as real estate dealers and any 
other business. 

There are very few mining deals made where the claims have been patented 
before the sale to the big operator. When a man take up a homestead, he has 
certain requirements to meet before he can prove up on it and sell it. But when 
he meets those requirements, he generally keeps on making improvements for 
his own use or so he can sell it. A claimholder will naturally do the same thing 

Several years ago the Government helped the cattlemen and farmers; bought 
the cattle and hogs and then killed them. They paid the farmer for his cotton 
and then plowed up every other row. 

Now, for a comparison of other rentals on Government land, we will take the 
rattleman. It takes 40 acres of land in the forest for a cow to graze on to live 
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The cattleman pays a grazing fee per cow per year of $2; that is, $2 for 40 acres 
and the cattleman doesn’t have to do any work on this land. The claimholder 
has to pay $200 for the assessment work on 40 acres (two claims), or, in other 
words, he has to spend $100 per year to hold his claim. After digging to the 
amount of $100 (spending) plus the $100 per claim per year, and he doesn’t 
find any commercial shipping ore, his money is wasted; but the cattleman gets 
the feed for his cow and raises a yearling which is worth $50. A mining claim 
is of 20 acres. A cattleman takes 2 mining claims and pays $2 rent, a claim- 
holder takes two claims and it costs him $200 to try to get something from them. 
This is why we have so few prospectors today. Why can’t the claimholder pay 
a tax instead of spending for assessment work, after spending $500 per claim 
over a period of 5 years, such tax comparable to the cattleman’s rent or graz 
ing fee? He would still try to develop his claims and endeavor to get back the 
$500 he has spent on each claim. The cattleman’s land is not surveyed or pat- 
ented. Why should the claimholder have to have his iand surveyed and pat- 
ented? Most all the claims sold are on a quitclaim deed. 

Congress has never assisted the small miners in a permanent way ; the injustice 
of doing ever-continuing assessment work has not been lifted. The manu- 
facturers have placed a high duty on all manufactured goods coming into the 
United States to keep up the high price of manufactured goods and at the same 
time allowed most of the raw materials from foreign sources to be dumped in the 
United States on top of our raw material production, making us sell below pro- 
duction cost. Our raw materials are taxed to help maintain this Government 
and foreign raw materials come in free. c 

Since the small mines of today often develop into the large producing mines 
of the future, it seems necessary for the small-mine operators to begin some 
action toward gaining more equitable conditions. 


STATEMENT OF HaArotp L. CHILDRESS, PRESIDENT, TrI-StarTeE Zinc AND LEAD ORE 
PRODUCERS ASSOCIATION, BAXTER SPRINGS, KANS., PRESENTED BEFORE THE HOUSE 
WAYS AND MEANS COMMITTEE 


Mr. Chairman, gentlemen of the committee, my name is Harold Childress ; I live 
in Baxter Springs, Kans. I operate the Buffalo Mining Co. and the Mark Twain 
Mining Co. in Picher, Okla. Today I am appearing as president of the Tri-State 
Zine and Lead Ore Producers Association. This association is composed of 14 
major lead and zine producers and 16 associate members who are located in Mis- 
souri, Kansas, and Oklahoma. Aside from its own membership, the association 
has always attempted to speak for the district as a whole. The problems of all 
of the operators, generally speaking, are identical and are certainly most iden- 
tical in this present crisis. 

We know from the proved domestic production of lead and zinc metals thar 
our area is important to the economy and national defense of the country. The 
area has long played a vital role in lead and zine production, and through two 
world wars, when demand was at a peak, the district came through with the 
metals needed. I know you are all familiar with the domestic importance of the 
two metals, and I will not burden this committee with repetition of those uses 
here, and I further feel quite confident that you all are aware of the absolute 
necessity of both lead and zinc in times of war and national defense production. 
So our metal production is important, and for your information, in the year 1952, 
as reported by the United States Bureau of Mines, the district produced 13.1 
percent of the zinc and 6.4 percent of the lead that was domestically mined. 

Today we find our area in a depressed condition, in fact, we seem to be in 
a real depression, for there are at least 88 mines shut down and more closing 
daily. In addition, at least 15 mines have reduced operations. The mines which 
have already closed do not by any means give the final score. I firmly believe 
that unless relief from the present low price is gained from some source that the 
entire district with almost no exception will be forced to shut down. When the 
costs of mining are considered and compared with the price received for the 
product, this result is obvious. During the month of March this year the 
average value for the district, on the concentrate market, of a ton of crude ore 
was approximately $3.11, according to the Bureau of Mines. My considered esti- 
mate of the average cost during the same month of producing this same ton of 
crude ore is at least $3.62, including all mining and milling costs and royalties 
paid to landowners. 
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These shutdowns and reductions in operations have resulted in unemployment 
of at least 1,400 miners and an undetermined number of employees of allied 
industries. If the unemployment were the only consideration, the problem 
would be the relatively simple one of finding new jobs for those affected. How 
ever, this is not the case. In the first place, it is an extremely expensive unde: 
taking to shut a mine down because of the technical aspects of the operation 
Secondly, because of the ever-present water problem, most mine operators must 
continue to pump the mines at high cost during the periods of shutdown. Added 
to these considerations is the high rate of depreciation and deterioration of 
mining machinery and equipment. In addition, these mining operations require 
a very high degree of specialized skill in labor. When periods of shutdown occur 
the miners must seek employment elsewhere with a consequent loss of these 
skills to the industry with the result that new men must be trained at high cost 
when operations are resumed. A good example is found in the case of the 
so-called machineman or underground drill operator. I doubt that a machine 
man can be properly trained to perform his duties in less than 5 to 7 years 
The most tragic result, however, of a long period of idleness would be the 
possibility of irretrievable loss of the known ore reserves in the district. This 
possibility is not imaginary; it is a very real and pressing reason for continuing 
operation of the mines. As I have previously stated, these mines must be 
pumped constantly to keep them dewatered. This pumping operation, becaus« 
of the vast amounts of water encountered and the distance it must be lifted, 
involves tremendous costs in man-hours, machinery, and power. No company 
presently operating in the field can withstand these costs over a long period 
of idleness. When the pumping stops, as it inevitably must if the period of 
idleness is a long one, the mines will rapidly fill with water. Once the mines 
fill with water it would probably never be economically feasible to dewater them 
and resume mining operations again. 

The present mined-out area in the district consists of 3,570 acres cut to an 
average height of 29 feet giving an underground space of 4,486 million cubic 
feet. This space would hold 33,648 million gallons of water. To pump this 
water out in addition to the normal inflow of 22,000 gallons per minute, would 
require an expenditure of about $90,000 per month for electric power alone 
Should the period of idleness last only a few years practically all shafts would 
have to be rehabilitated at a tremendous cost. Also, there would in all prob 
ability, be such a great amount of underground caving and other damage that 
the mines could never be properly operated again even if the above costs could he 
successfully met. These factors would cause a permanent loss to this country 
of a very large tonnage of lead and zinc. 

We of the mining industry, at least those whom I represent, do not feel that 
relief in the form of a subsidy or Government stockpiling affords a lasting or 
permanent answer to our problem. Certainly such methods could be devised 
which would afford at least temporary relief; however, we are far more inte! 
ested in getting our industry on an even keel and are particularly desirous of 
avoiding these sudden downsurges of price in the future. We do not profess to 
know all the reasons behind the recent drastic drop in lead and zine prices 
However, we believe the primary reason is the sudden flooding of markets with 
huge tonnages of foreign metal and concentrates, shipped to this country without 
sufficient tariff restrictions. It is our earnest belief that we should be placed 
in a position where there is at least a possibility of being able to compete with 
foreign metals and that our product is of sufficient importance to the entire 
national economy, both from a defense standpoint and a civilian production 
standpoint, to warrant the placing of protective tariffs on these products. From 
our observation of this sitnation thus far, it appears to us that Congressman 
Simpson's proposal (G. R. 4294) presents the best solution offered to date. We 
feel that without some protection of this type that this industry in our district 
and elsewhere is doomed. For these reasons we respectfully request that you 
give your favorable consideration to this bill. 


Morristown, ARiz., 
Vay 1, 19538 
UNITED STATES House COMMITTEE ON SMALL BUSINESS, 
House Office Building, Washington, D. C. 
Dear Srr: At your hearings April 30 I did not have the opportunity to make 
a statement, so, am making same in writing; it was urgent that I return home 
before the end of the hearing, regrettable to me. 
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First is the proposal to cancel mining claims which are inactive for a few 
years. This would be the rankest and gravest sort of injustice to many people 
Yes, there are abuses of the patent law, but the remedy should be before the 
patent is granted, not after. Here is the most specific injustice, poor people whe 
have placed all they own in a claim, gone hungry and without normal comforts 
patent a good claim, perhaps the market is too low at the time for it to be 
profitably operated and the owner is compelled to turn to other work at the time 
intil a favorable market is back with the knowledge his claim is protected 
against encroachment by the patent, and again back of roads—water—power 
all of which determine the value of your ore or its products 

Second, Mr. Gil Olsen gave you a fine instance of this yesterday. A material 

ay not be in demand at that precise time, such as Boron types of schist—Hem 
atite—kinds of clay. which all is plentiful here in this area Why should 
a person be penalized because he has the foresight enough to develop and patent 
this claim and hold it until it is needed? That is definitely in the public interest 
that the benefit of all be protected, and by this method of conservation of his 
deposits by persons of courage and initiative is most surely not a crime. 

And again I may point out many of the largest mineral producers have pru 
fessional prospectors, who receive a salary, expenses, etc. These people in cases 
I know of put a freeze on certain properties and wait. Then when the person 
or persons have to abandon their claims, these professional prospectors are sent 

to hold the claims for company exploitation, result often some high grade 
ores are removed and a vast amount of low grade is then left in the field. A 
lefinite public loss. . 

Third. The professional high graders who just travel around with glib tongue 
ind big front move in on smal! claims and gut out better ores and have vast 
areas pockmarked with holes which should not have been done in public interest 
is it leaves millions of tons of low-grade ores which might have been later worked 
and made to pay with the higher grade ores present 

L‘ourth. Where private interest is not interested in these la 
should be the interest of Government to either explore and produc 

public interest this future wealth. A simple matter of c 
vay of protecting these ore bodies is let individuals patent then 
until demand is urgent enough to spur capital into action on it 

Mr. Chairman, gentlemen, my group of citizens are conserving arge body 

this mineral wealth for several years We, Logan, MacdAllister, Neils, 
Wangers, Sutton, Gilstrap, Grace, have all couscientiously worked, developed 
maintained a group of claims—over 20 of them—and in these claims there’s over 
14% million tons of ore, with a value of from $52 to $90 per ton in sight with an 
estimated ore body in excess of 5 million tons in these claims, later Mr. and Mrs 
Rentio, of Cleveland, Ohio, joined us with 2 additional claims. TI! 
body of potential wealth and worthy of a large capitalization. All of us have 
dedicated our efforts to holding this property intact for the interest of ourselves 
ind the Government of the United States. If we are deprived of the right to 
patent this property, it will be a blow at public interest, for, to recover our invest 
ment already placed in these claims, we could only high-grade or gut the high 
grade ores, send it to market and abandon the claims, then worthless for years, 
perhaps forever. 

I contacted Mr. Olsen after his statement, as 2 of my claims have boron, schist 
hematite, and light porous clays as Mr. Olsen’s company uses, 21 others near 
me produces 10 percent aluminum, 1% percent boron, and high in silicon and 
some thorium. 

If clarification is needed on anything I’ve written, please inform 

Sincerely, 


re bodies it 


lS 1S an ore 


Curer Louis LoGan 
Bow 24, Morristown, 


INTERNATIONAL UNION OF MINE, MILI AND SMELTER WORKERS 
; Denver. Col l 
Witttam §. HII, 
Chairman Select Committee of Small Business, 
House of Representatives, Washington, D. ( 

HONORABLE SiR: We are sending you a copy of a resolution on behalf of El 
Paso Copper Refinery Workers Local 501, El] Paso Smelter Workers Local 508, 
and El] Paso Cement Workers Local 903 of the Internationa! Union of Mine, Mil 
and Smelter Workers at El] Paso, Tex 
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We have adopted this resolution because of the critical situation within the 
lead-zine operations of the nonferrous metals industry. 

We respectfully request that you aid us in achieving the points in the resolu- 
tion that would be helpful, not only in our industry, but to the Nation as a 
whole. 

Respectfully, 
SILVERIO ALVA, 
President, El Paso Mine-Mill Council composed of Locals 501, 509 and 903 


Whereas, lead and zine properties in the United States are being shut down or 
having their operations curtailed in the midst of the greatest war spending in the 
history of our country. The crisis in the metals industry likewise has brought 
layoffs in brass, iron ore, and even copper. 

Unfortunately, some mine operators are attempting to shift the burden of the 
present crisis onto the worker. Some companies are using the present crisis 
as an excuse to undermine established wages and working conditions, the result 
of which shortsightedness could only be an even graver slump. 

The 1952 convention of the International Union of Mine, Mill and Smelter 
Workers listed the following causes of the crisis in which the industry now finds 
itself: 

1. Monopoly control which has been widely extended to new foreign prop- 
erties. Production from these new mines, operated with low-wage labor, is now 
displacing United States and Canadian production. 

2. Stockpiling which gave fantastic profits to the monopolies, created artificial 
shortages, and boosted prices to record levels from which it was inevitable that 
they would fall. The artificial shortages also supplied the monopolies with a1 
alibi for grabbing up new foreign mines. 

3. Pressure on Western Europe to rearm has brought on a general economic 
decline in those countries and has shrunken the market for metals over there. 

4. The choking off of trade with countries where large potential markets for 
metals exist. 

Strong Government action is necessary to: 

(a) Protect the economie security of both the employed and unemployed 
workers. 

(b) Protect the interests of small, nonmonopoly operators. 

(c) Widen domestic and foreign metal markets to increase consumption of 
lead, zinc and other metals. 

Now therefore be it resolved: That El Paso Copper Refinery Workers Local 
501, El Paso Smelter Workers Local 509, and El Paso Cement Workers Local 
903 of the International Union of Mine, Mill and Smelter Workers at El Paso 
Tex., do hereby petition Congress, through its Representative and United States 
Senators, to take emergency remedial action along the following lines: 

1. Adoption of legislation to provide unemployed workers with direct assist 
ance over and above the present inadequate unemployment compensation 
standards. 

Removal of present restrictions and waiting periods. 

2. Protection of small mine operations through passage of premium price 
legislation. 

3. Legislation to expand domestic metal markets through new public works 
such as river valley developments, highways, schools, hospitals, and rural 
electrification. 

4. Legislation to broaden world trade in order to open up vast markets fo 
United States metals. 

And be it further resolved: That copies of this resolution be sent our repre 
sentative in Congress Ken Regan, our 2 United States Senator Lyndon Johnson 
and Price Daniel, to Chairman William S. Hill of the Select Committee of Small 
Business of the House of Representatives of the United States, to President 
Eisenhower, and to the press. 


LEAD-ZINC PRICES 
EXPLORATION PROGRAM 


At the outset of the Korean war, the Federal Government instituted a loan 
program for the purpose of stimulating domestic metals production, Under tl 
program, the Government contracted with lead-zine operators to lend 50 percent 
of the direct costs of finding new ore bodies. 
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Not unnaturally, many operators espoused the lead-zine program with the 
expectation of being able to make a profit. The fact that the then attractive 
prices of lead and zinc were not guaranteed was, unfortunately for them, ob- 
scured by the Government’s willingness to bear one-half of the exploration 
investment risk. (Loans were to be repaid out of royalties on production, when 
obtained.) 

The program was not available for those who already had ore bodies. How 
ever, the apparent significance of the Government’s willingness to make explora- 
tion loans was that a serious shortage existed. Though prices of 18 cents and 
higher did not appear permanent, it seemed reasonable to expect that they 
would stabilize at a few cents lower. Accordingly, many owners of undeveloped 
ore bodies made the investment necessary to placing those ore bodies in 
production. 

RESULTS OF PROGRAM—ONE EXAMPLE 


Our companies obtained a 50-percent Government participation loan for the 
purpose of opening up lead-zine deposits. In addition, they made the investment 
to bring into production a known ore body which had not been mined for many 
years. 

Two sizable risks were faced in making the decision to explore for lead and 
zinc and to develop our known ore body. First, both our exploration and devel- 
opment were based on geological information and old reports which, at best, 
could only indicate a reasonable possibility that commercial quantities of ore 
would be available. Second, since extraction of minerals is by its very nature 
a long-term type of operation, we were forced to assume that the market prices 
would hold up long enough for us to recover our investment and make a profit. 

As we had hoped for, the ore bodies turned out to be sizable and satisfactory 
as to grade. The ore, which averages roughly 6 percent lead and 10 percent zine 
with moderate values in silver, is fairly typical of that found in the higher 
grade operations in San Juan County, Colo. Difficulties encountered in explora- 
tion and development were, we feel, about average for local operators in this 
mountainous territory. In short, our experience may be regarded as typical 
for the smaller operators in our county. 

Commercial quantities of ore were opened up and readied for production early 


this year. We had contracted for the purchase of a 100-ton mill to assure proe- 
essing facilities for the ore. The table below illustrates the situation in which 
we find ourselves with regard to our lead-zine ores. We had anticipated prices 
in the general vicinity of 15% cents for lead and zine. Instead, they are cur- 
rently 12 cents for lead and 11 cents for zine with prospects that the market 
may fall farther. 


Smelter payments per 
Less 
Milling 
Trucking 
Royalty 
Repayment of Govern 


Subtotal 


Mining 
Development 


Subtotal. 
Mining and milling margin 
Based on $6 intercompany milling 
? Repayment at rate of 5 percent of net nu 


In the table, we have shown our milling costs as $4 per ton. Our intercompany 
charge, however, is $6 per ton. This allows a profit of $2 per ton exclusive of 
depreciation, on the milling operation, every bit of which is necessary to justify 
the capital investment required for a 100-ton mill. 
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If the milling profit is deducted from the returns shown per ton of ore mined, 
it can be seen that mining operations in our lead-zine ores can do no better than 
break even at present prices. Hence, it must be concluded that the investment by 
both ourselves and the Federal Government in lead-zinc operations has been 
proved to be financially undesirable. 

sroadly speaking, therefore, it may be said that Government encouragement 
of lead-zine operations, which would not have been undertaken without that 
encouragement, has resulted in serious financial loss, not only for us, but for 
our fellow operators in the region. 


CONSEQUENCES OF LOW PRICES 


The President's Materials Policy Commission reports the probability that, 
even with great encouragement of foreign production, we face the probability of 
serious lead shori:iges well before 1975. It therefore behooves us to take all 
measures possible to insure maximum production in the United States. 

In the area, such as San Juan County, two conditions are vital to the main 
tenance of current productive capacity and the development of new productive 
capacity : 

(1) A trained labor force—Hard-rock miners require years of experience be 
fore top productivity can be attained. Men will neither enter the trade nor re 
main in it if their employment is to be subject to frequent interruption. 

(2) Open mines.—Throughout the area, it is generally necessary to timber 
substantial parts of drifts, crosscuts, and raises necessary for operation of the 
mines. Cessation of operations, due to inability to make a profit, inevitably re 
sults in cessation of maintenance. This is followed by cave-ins, and complet« 
elimination of current productive capacity of these mining properties. 

It may be seen, therefore, that the maintenance of a lead-zinc mining industry 
in being is dependent, not only upon the possession of ore reserves and mining 
machinery but, also, upon the maintenance of an industry in continual operation 

It is our considered opinion that continued low prices for lead and zine will 
result in complete termination of all lead-zine operations in San Juan County 
The ensuing loss of skilled labor and deterioration of properties will then mean 
that, in time of emergency, nonferrous metal resources of San Juan County, onc: 


referred to by Mr. Herbert Hoover as one of the Nation’s storehouses of metals 
will not be available. 


UNITED STATES METALS CorP., 
By Car H. Peterson, Secretary. 


(Whereupon, at 5: 15 p. m., the hearings were concluded.) 








